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WORKER PROFILING AND RE-~-EMPLOYMENT SERVICES SYSTEM

I. Overview

A Worker Profiling and Reemployment Services System (WP/RS) is an
early intervention approach for providing dislocated workers with
reemployment services to help speed their return to productive
employment. It consists of two components: a profiling mechanism
and a set of reemployment services.

"Profiling" is based on a set of a criteria--a profile--that can
be used to identify unemployment insurance (UI) claimants who are
likely to exhaust their UI benefits and will need re-employment
services to make the transition to new employment. Profiling
will select those UI claimants who are likely to be dislocated
workers out of the broad population of UI claimants, and refer
them to re-employment services early in their unemployment spell.
Over the next several years, the result will be to select about
two million dislocated workers from eight to nine million UI
initial claimants.

Referred claimants will be provided with a set of reemployment
services that is customized to their individual needs. Follow-up
information on referred claimants will be collected from service
providers through a feedback mechanism from the service provider
to the UI progran.

Throughout its history, the UI program has reflected the economic
reality of unemployment, which is primarily caused by variations
in the business cycle. Experienced unemployed workers receive UI
benefits and are required to search for work until they can
return to jobs similar to those they previously had.

Economic conditions, however, have changed substantially. Global
competition and rapidly-evolving technologies have resulted in
the dislocation of millions of workers from their jobs. The new
reality is that the large portion of those who lose their jobs
never get them back.

The vast majority of dislocated workers are already served by the
UI program. While most of these workers need the temporary
income provided by UI benefits, they also need reemployment
services to assist them in making the transition to new jobs.
Unfortunately, many dislocated workers understandably want to
believe that the factory will reopen or that the company will
soon start hiring again--regardless of reality--and thus delay
their search for new employment. The work profiling mechanism
assures that dislocated workers are identified and referred to
reemployment services when they first become unemployed. It is
the service providers who teach the job search skills that these
workers need to speed their return to productive employment.




IIX. Research Results

Results " from the New Jersey UI Reemployment Demonstration Project
States showed that the combination of early identification of
dislocated workers plus intensive job search assistance can be
effective in speedlng the reemployment of dislocated workers if
partlclpatlon is requlred This combination also resulted in
substantial cost savings to the Federal Government, as compared
to a control group. Several pilot projects conducted 1n other
States have shown similar positive results.

The results of this research have been recently summarized in a
paper written by staff of the U.S. Department of Labor’s Office
of the Chief Economist, released as UIS Information Bulletin
12-94. This paper is reproduced in its entirety in thls"
publlcatlon.

An evaluatlon of the results of the UI demonstration prOJects has
been conducted by Bruce Meyer of Northwestern University in his
article, "Lessons Learned from the U.S. Unemployment Insurance
Experiments, " forthcomlnq in the Journal of Economic Literature.
Professor Meyer’s major conclusions regardlng job search
a551stance derive from his analysis of six experiments: ‘the’
Nevada Claimant Placement Program, the Charleston Claimant
Placement and Work Test Demonstratlonh the New Jersey UI
Reemployment Demonstration, the Nevada Claimant Employment
Program, Washington Alternative Work Search Experiment and the
Wisconsin Ellglblllty Rev1ew Pilot Project:

...the“jobs search experiments ‘show that various
‘combinations of... additional job findlng services can
reduce UI receipt and unemployment in a cost effective way.
Nearly all of the combinations tried by the five experiments
reduce UI receipt, and reductions in UI receipt are often
statistically significant. The more intensive treatments
tend to have bigger effects... Nearly all of the treatments
have benefits that exceed cost for the UI system...

VKOn the servxces side we should con51der making job search -
'assistance universal. The exact combination of services we
"should include is not. completely clear, but job search '
\workshops and individual attention by... [employment

erv1ce] personnel seem promising. o

Ralph E. Smlth and Murray N. Ross have analyzed the issue of ‘
dislocated workers in their study, Displaced Workers: Trends 1n
the 1980’s and the Implications for the Future, (Washlngton, '
D.C.: Congressional Budget Office, February 1993). They
summarize their findings about the effectlveness of job search
a551stance for dlslocated workers as follows"

Among the options that have been discussed for helplng '
displaced workers... would be to tie ellglblllty for
additional UI benefits to participation in some act1v1ty




such as a job club or other program that helps participants
find jobs faster. There is strong evidence that such
assistance is effective in shortening the length of tlme
that participants receive UI benefits...

...Evaluations of earlier demonstration projects for
displaced workers in specific sites provide considerable
basis for optimism about the effectiveness of job search
assistance...

For example, an experiment conducted in 1984 and 1985
evaluated the cost and results of a combination of job
search assistance and retraining in Texas. The principal
investigator concluded that the experiment "demonstrated
that a relatively inexpensive mix of job-search assistance
and limited occupation skills training can be a cost-
effective means of assisting some displaced workers..."
[(Harold S. Bloom, Back to Work: Testing Reemployment
Services for Displaced Workers (Kalamazoo, Mich.: W.E.
Upjohn Institute for Employment Research, 1990), p.vii.]

These findings are supported by a recent survey of a large
number of previous evaluations in the United States and
elsewhere. The author concluded that the evidence to date
strongly supports programs that provide job search
assistance to displaced workers, but the findings regarding
retraining programs were "not conclusive." [Duane E. Leigh,
Does Training Work for Dislocated Workers? (Kalamazoo,
Mich.: W.E. Upjohn Institute for Employment Research, 1990),
p. 108] For example, four separate demonstration projects
(including the Texas study) found that job search assistance
increased the short-term earnings of participants and
reduced their UI benefits...

II. Legislation

The Clinton Administration sponsored two pieces of legislation to
implement worker profiling last year. The first, Public Law
(P.L.) 103-6, Section 4, "Profiling of New Claimants," enacted on
March 4, 1993, called for the Secretary of Labor to establish a
worker profiling program. State participation was voluntary, but
States were encouraged to participate in the program, and funding
for the development of the program in each State was authorized.
The Fiscal Year (FY) 1994 Federal budget includes $9 million to
establish this program. Another $9 million has been requested by
the Administration in its FY 1995 budget request.

P.L. 103-6 has been superseded by Section 4, "Worker Profiling,"
of P.L. 103-152, enacted on November 24, 1993. The most recent
law amended the Social Security Act by adding a new subsection
303(j), which requires the State Agency charged with
administration of State unemployment compensation law to
establish and utilize a system of proflllng all new claimants for
regular compensation.




The worker profiling system is defined in new Section 303(j) (1)
of the Social Security Act (SSA) -- enacted by P.L. 103-152 -- as-
a system that: :

(A) identifies which claimants are likely to exhaust regular
compensation and will need job search assistance services to
make a successful transition to new employment;

(B) refers such claimants to re-employment services, such as job
search assistance services available under any State or
Federal law;

(C) collects follow-up information relating to the services
received by such claimants and the employment outcomes of
such claimants subsequent to receiving such services and
utilizes this information in making identifications pursuant
to (A) above; and

(D) meets such other requirements as the Secretary of Labor
determines are appropriate.

P.L. 103-152 also added Section 303(a) (10) to the SSA. It
requires that claimants referred to re-employment services
participate in those services or similar services as a condition
of eligibility for UI unless the claimant has already completed
services or has "justifiable cause" for failure to participate.
The Department explained in Unemployment Insurance Program Letter
(UIPL) 13-94, Change 1, that each: :

...State law is required to provide not only that
eligibility for regular UC is conditioned on a claimant’s
participation in reemployment services, but also that such
condition is treated as met if the claimant has completed
such services, or there is justifiable cause for the
claimant’s nonparticipation.

Regarding "justifiable cause," the UIPL continues that it "does
not supersede State able and available requirements, but rather
is an additional eligibility requirement related to participation
in reemployment services."

The first Conference Report for P.L. 103-152 defined reemployment
services: >

Reemployment services will include job search assistance and
job placement services, such as counseling, testing, and
providing occupational and labor market information,
assessment, job search workshops, job clubs and referrals to
employers, and other similar services.

A new Unemployment Insurance Program Letter, "Unemployment
Insurance Program Requirements for the Worker Profiling Services




System," UIPL 41-94, presents the UI program requirements under
the profiling amendments to Section 303 of the Social Security
Act,

The UIPL presents a wide variety of program requirements which
are outlined and, in a few cases, quoted below:

o Agreements with service providers: about the number of
claimants referred and information that must be provided to
the UI agency

o Definition of "Reemployment Services"

¥...definition of reemployment services does not
include skills and education training."

o Benefits rights interview

o Identifying claimants likely to exhaust and in need of
reemployment services

- Who is to be profiled
- Who is to be identified

...minimum requirement: A State profiling system
must identify all new claimants for regular UI who

are permanently laid off... From the claimants so
identified, the State must further identify at
least one of the following: ...those claimants

who are either unlikely to return to their
previous industry or... previous occupation.

Claimants identified under the minimum required
profiling system... will also be "eligible
dislocated workers" under Section 303(a) (1) (A) of
Title III, JTPA. [EDWAA]

-~ How claimants are to be identified

...under the minimum required profiling systenm,
States must use first payment, recall status,
hiring halls (if they are used in the State), and
either industry or occupation to identify
claimants for purposes of referral to reemployment
services.

o The selection pool
o Notification of referrals to reemploymént services

o Adjudication of issues associated with profiling and
reemployment services




- Participation requirement
- Similar services
~ Exceptions to the participation requirement

"...States must apply the ’reasonable person’ test
in determining if justifiable cause exists for the
failure to participate."

- Relation of the participation requirement to other
State eligibility requirements
- Appeals rights

o Feedback and reporting
IV. Worker Profiling and Reemployment Services System

Based on P.L. 103-152, the Department describes its recommended
approach for designing and implementing a Worker Profiling and
Reemployment System (WP/RS) in Field Memorandum (FM) 35-94.
Among other issues, it discusses the purpose of a WP/RS; how the
profiling mechanism works:; and recommendations by the U.S.
Department of Labor for the provision of reemployment serv1ces,
particularly job search assistance.

A. Purpose

The Department recognizes that there cannot be a "Worker
Profiling System" by itself. Profiling alone does not help the
customer--the dislocated UI claimant. Rather, there can only be
a "Worker Profiling and Reemployment Services System."

The goal of a Worker Profiling and Reemployment Services System
is to assist the customer by:

* Identifying claimants who are llkely to exhaust their
benefits and need reemployment services early in their
unemployment spell; .

* Linking them with reemployment services appropriate to
their individual needs; and

* Ultimately, getting results for the customer--getting
" dislocated claimants reemployed faster and into better
jobs than they would have without assistance.

B. How Profiling Works

FM 35-94 describes the profiling mechanism in great detail. It
recommends that States use seven factors in developing their own
worker profiling mechanisms. These factors were tested in the
development of a worker profiling "National Model" -- a model
developed using national data. They were also tested in the




development and implementation of a Test State WP/RS in the State
of Maryland. The recommended variables are:

(1) Recall Status

(2) Union Hiring Hall Agreement

(3) Education

(4) Job Tenure

(5) Change in Employment in Previous Industry
(6) Change in Employment in Previous Occupation
(7) Local Unemployment Rate

These variables and their three potential sources are discussed.
The three sources are: 1) the UI system during initial claims
filing; 2) the Employment Service during work registration
process; and 3) the labor market information system. Of these
variables, the UI program requirements UIPL mandates the use of
recall status and union hiring hall -- if there is an agreement
that a union hiring hall will be the exclusive source of job
search =-- along with receipt of a first payment; and either the
industry or occupational variable is also mandated.

The FM reviews two approaches to developing State worker
profiling mechanism: statistical models and characteristic
screening. It recommends that States use the statistic model
approach. '

The FM discusses the relation of the WP/RS initiative to the
EDWAA program, particularly EDWAA eligibility criteria. One
criterion for EDWAA eligibility is that workers be permanently
separated from their former employer and are not likely to return
to their previous occupation or industry. EDWAA has determined
that the worker profiling mechanism is a good indicator that this
criterion is met. As a result, the EDWAA program has determined
that workers who are identified, selected and referred to
reemployment services will be eligible for EDWAA services.

C. Reemployment Services

The organizational components of the Employment and Training
Administration (ETA) worked together for several months this year
to develop a systematic and structured set of reemployment
services that would provide customized assistance to dislocated
workers. The concern of ETA staff was to serve the individual
customer and to avoid an approach that would be "one size fits
all." The recommended reemployment service delivery system that
was produced by this group is summarized in Appendix E of

FM 35-94.

Reemployment services can be provided by a number of different
types of service providers under the WP/RS initiative, but the
most likely providers are the Employment Service and the EDWAA




system. Designation of the service provider in each State is
determlned by the ‘Governor.

- IV, PrOV1dinq Technical Assistance
A. Development of a Model Based on»National Data

In fulfllllng its role of providing technical assistance to the
States under the authorizing legislation for worker profiling,
the Department first developed a model that successfully
identifies UI claimants who are likely to exhaust their UI
benefits and need reemployment services on a national basis.
This model was developed for the Department by an outside
researcher. It is presented in UIs Information Bulletin 4-94.

This model is relatively simple, yet provides a more :
comprehensive look at the 1nd1v1dua1's needs compared to earller
‘profiling attempts. This results in a measurable improvement in
the accuracy of targeting services to those individuals most in
need of assistance. This profiling model uses the seven criteria
listed above that have been tested and selected for their ability
to identify individuals who are likely to exhaust their UI
benefits. This model also allows States to easily adjust the
size of the population that is selected for referral to re-
employment services. Finally, this model can be customized by
each State based on data from that particular state.

This profiling model uses a two-step approach. The first step in
this model is characteristic screens that exclude those claimants
who are not permanently separated. The second step in the two-
step profiling model is to assess the likelihood of benefit
exhaustion of the remaining workers, based on a statistical model
that combines several characteristics.

The end result of the.secOnd part of.this profiling model is a
predicted probability of benefit exhaustion for each claimant.
This predicted probability of exhaustion is a number between "O"
and "1", which indicates how llkely a particular worker is to

- have an unemployment spell of six months or more, that is, their
probability of exhausting UI benefits. For example, a
probability score of ".50" means that the worker has a Soﬁpercent
probability of hav1ng a jobless spell that lasts six months or
more.

This profiling model produces a llst of individuals ranked, from
highest to lowest, based on their probablllty of exhaustlng Ul
benefits. Clalmants on this list can be referred to reemployment
services, beginning with those individuals who have the highest
probablllty of benefit exhaustion and working down the list until
resources available for services have been exhausted. Thus, this
model provides flexibility in setting the size of the targeted

10.




population based on the resources that are available for
delivering reemployment services.

This profiling model is not meant to be standardized for all
States or to be constant over time. Rather, it is subject to
modification by individual States to meet their particular needs.
The coefficients used in this profiling model should optimally be
re-estimated, based on State (and possibly sub-state) historic
data for each variable, in order to derive State-specific
coefficients for the model. Additional variables can be added to
the model, in order to pick up factors specific to the State.

The definitions of the variables can be altered, if necessary, to
reflect particular circumstances that are unique to the State.

B. State Specific Profiling and Reemployment Service Systems

The Department is committed to providing technical assistance to
the States as they develop their own customized WP/RS. The
Department has been proceeding by providing this technical
assistance in three phases. In the first phase the Department
has worked with Maryland as a Test State to develop a state-
specific profiling mechanism and to implement and test that
mechanism. - The results of this work is summarized in UIS
Information Bulletins 11-94 and 15-94. The first paper provides
the details of the state-specific statistical profiling model
developed with Maryland staff. This model confirms the approach
taken in the "National Model", using similar specifications and
the same seven variables.

The second paper provides the detailed specifications for the
Maryland profiling mechanism. These specifications were provided
to Maryland data processing staff in early May. They were
implemented and tested successfully by the end of May. This
paper describes in detail how the profiling model and the
operational specification for the profiling program were
installed on the Maryland mainframe computer and tested.

Maryland implemented this system statewide during the week of
July Sth. ‘

The second phase in the technical assistance process is to
implement a WP/RS in five Prototype States -- Delaware, Florida,
Kentucky, New Jersey and Oregon. The purpose of this process is
to implement WP/RS in several States such that the Department and
the States can share information about implementation issues.
These prototype states will also produce alternative approaches
that can be used by the remaining States when they implement
their WP/RS in the third phase of implementation.

The Department is also providing tools to the States to make the
entire Worker Profiling and Reemployment Services program more
efficient and productive. One form of assistance will be the
provision of the labor market information needed for worker

11.




proflllng centrally from the Bureau.of Labor Statistics (BLS).
Beginning this fall on a quarterly basis, BLS will supply the
Employment and Training Administration (ETA) with three data
elements for each State on a diskette. In turn, ETA will,
transmit these disks to the individual States. The data will
consist of: 1) industry change data at a one-digit Standard
Industrial Classification level, by quarter, at a sub-State level
of aggregation:; 2) occupational change data, by year, at a State
level; and. 3) total unemployment rates, as a four-quarter moving
average, at the sub-State level.

VI. The Prdfiling and,Re-empIQyment Services Proceesé”'avSummary

The Department envisions that Worker Profiling end“Re-employment
Services Systems will operate in the following manner (refer to
the flow chart at the end of FM 35-94}):

» - An individual files a new claim for unemployment
benefits at a UI local office or through rapid
response. Data elements needed for profiling (e.qg.,
level of education) are collected from claimants
through the initial claim and/or work registration
process, and entered into a computer database that will
be used to profile claimants. Labor Market Information
(IMI) data (e.g., employment change by 1ndustry)
necessary for profiling are also entered in the
computer database.

» - The first UI payment triggers the profile. 'FirSt

‘claimants who are on recall or are covered by a union
hlrlng hall agreement are excluded. Then, the
remaining claimants are assigned a probability of long-
term unemployment through a statistical model.

> ‘A list of claimants who are potentially eligible for

referral to service providers, is then created by the
State’s computer system at a local office level.

Claimants are ranked, highest to lowest, in order of
their probability of exhausting benefits.

-

> - The UI agency and service provider jointly determine
the number of profiled UI claimants to be selected and
referred. This referral agreement involves a
‘coordlnated and ongoing interaction between UI and the
service provider to match the local supply of
reemployment services with the local demand for
services by referred UI claimants. This referral

12'




agreement establishes the number of claimants that
should be referred and who can actually be provided
reemployment services.

The UI agency notifies selected claimants that they

have been identified as likely dislocated workers and
will be referred to reemployment services, why the
reemployment services are being offered, and when and
where to report. Referred claimants will also be
informed that continuing eligibility for unemployment
benefits is contingent upon their participation in
reemployment services.

Based on notification by the UI agency, selected

claimants report to the designated service provider.
Also, the service provider receives notification by the
UI agency that the claimant has been referred.

The service provider conducts an orientation for

referred claimants and notifies the UI agency that the
claimant was or was not present, and whether the
claimant was appropriately referred.

The service provider conducts an assessment and, in

consultation with the claimant, develops an individual
Service Plan. The Service Plan is a compact between
the claimant and the service provider that specifies a
customized set of reemployment services for which
participation is required.

The claimant participates in reemployment services

based upon the Service Plan and continues to submit
weekly certifications to UI attesting to her/his
continued participation for receipt of benefits.

The service provider notifies the UI agency upon

claimant completion or termination of participation in
reemployment services based upon the Service Plan.

Upon completion or termination of a Service Plan for

any circumstances, the service provider furnishes the
UI agency with the Service Plan record, which contains
follow-up information relating to the services received

13.




PUBLIC LAW 103 - 6-MAR. 4, 1993

Section 4, Worker Profiling
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107 STAT. 34 PUBLIC LAW 103-6—MAR. 4, 1993

26 USC 1304
note.

26 USC 3304
note.

26 USC 3304
note.

SEC. 4. PROFILING OF NEW CLAIMANTS.

(a) GENERAL RULE.—The Secretary of Labor shall establish
a program for encouraging the adoption and implementation by
all States of a system of profiling all new claimants for regular
unemployment compensation (including new claimants under each
State unemployment compensation law which is approved under
the Federal Unemployment Tax Act (26 U.S.C. 3301-3311) and
new claimants under Federal unemployment benefit and allowance

rograms administered by the State under agreements with the
Eecretary of Labor), to determine which claimants may be likely
to exhaust regular unemployment compensation and may need
reemployment assistance services to maie a successful transition
to new employment.

(b) TECHNICAL ASSISTANCE TO STATES.—The Secretary of Labor
shall provide technical assistance and advice to the States in the
development of model profiling systems and the procedures for
such systems. Such technical assistance and advice shall be pro-
vided by the utilization of such resources as the Secretary deems
appropriate, and the procedures for such profiling systems shall
include the effective utilization of automated data processing.

(c) FUNDING OF ACTIVITIES.—For purposes of encouraging the
development and establishment of model profiling systems in the
States, the Secre of Labor shall mﬁde to each State, from
funds available for this purpose, such funds as may be determined
by the Secretary to be necessary.

(d) REPORT TO CONGRESS.—Within 30 months after the date
of the enactment of this Act, the Secretary of Labor shall report
to the Congress on the operation and effectiveness of the proﬁgizig
systems adopted by the States, and the Secretary’s recommendation
for continuation of the systems and any appropriate legislation.

(e) STATE.—For purposes of this section, the term “State” has
the meaning given such term by section 3306(jX1) of the Internal
Revenue e of 1986.

(f) EFFECTIVE DATE.—The provisions of this section shall take
effect on the date of the enactment of this Act.

SEC. 5. FINANCING PROVISIONS.

(a) AUTHORIZATION.—There are authorized to be appropriated
for nonrepayable advances to the account for “Advances to the
Unemployment Trust Fund and Other Funds” in Department of
Labor Appropriations Acts (for transfer to the “extended unemploy-
ment compensation account” established by sectior 905 of the Social
Security Act) such sums as may be necessary to make payments
to the States to carry out the purposes of the amendments made
by section 2 of this Act.

{b) USE OF ADVANCE ACCOUNT FUNDs.—The funds appropriated
to the account for “Advances to the Unemployment t Fund
and Other Funds” in the Department of Labor Appropriation Act
for Fiscal Year 1993 (Public Law 102-394) are authorized to be
used to make payments to the States to carry out the purposes
of the amendments made by section 2 of this Act.

SEC. &. EMERGENCY DESIGNATION.

Pursuant to sections 251(bX2XDXi) and 252(e) of the Balanced
Bud%et and Emergency Deficit Control Act of 1985, the Congress
here desi%nates all direct spending amounts provided by this
Act (for all fiscal years) and all appropriations authorized by this




PUBLIC LAW 103-152—NOV. 24, 1993

UNEMPLOYMENT COMPENSATION
AMENDMENTS OF 1993

16.




107 STAT. 1516 PUBLIC LAW 103-152—NOV. 24, 1993
Public.Law 103-152

103d Cdngress
An A¢t
Nov. 24, 1993 To extend the emergency unemployment compensation prugram, to establish a
(HR. 3167] system of worker profiling, and for other purposes.
Unemployment Be it enacted by the Senate and House of Representatives of

Compensation the United States of America in Congress assembled,

Amendments of

1993, SECTION 1. SHORT TITLE.

26 USC 1 note. This Act may be cited as the “Unemployment Compensation

Amendments of 1993”,
26 USC 3304 SEC. 2. EXTENSION OF EMERGENCY UNEMPLOYMENT COMPENSA-
note. TION PROGRAM.

(a) GENERAL RULE.—Sections 102(fX1) and 106(a}2) of the
Emergency Unemployment Compensation Act of 1991 (Public Law
105 Stat. 1050, 102-164, as amended) are each amended by striking “October 2,
1055. 1993” and inserting “February 5, 1994”,
{(b) WEEKS OF BENEFITS AVAILABLE DURING EXTENSION.—
(1) Subparagraph (A) of section 102(bX2) of such Act is
amended— E
(A) by redesignating clause (vi) as clause (vii),
: (B) by inserting after clause (v) the following new
clause:
“(vi) REDUCTION OF WEEKS AFTER OCTOBER 2,
19939—9?3111 the case of weeks beginning after October
2, 1993—
“(I) clause (i) of this subparagraph shall be
applied by substituting ‘13" for ‘33’ and by
substituting ‘7’ for ‘26’,
“(D clauses (i), (i), (iv), and (v) of this
subparagraph shall not apply, and
“(I11) subparagraph A of paragraph (1) shall
be applied by substituting ‘50 percent’ for ‘130
percent’.”, an
(C) by striking “or (iv)” in clause (vii) (as redesignated
by subparagraph (A)) and inserting “(iv), or (vi)”.
(2) Su para%aaph (B) of section 102(bX2) of such Act is
amended by striking “and (iv)” and inserting “(iv) and (vi)”.
(¢) MODIFICATION OF FINAL PHASE-OUT.—Paragraph (2) of sec-
tion 102(f) of such Act is amended—
(1) by striking “October 2, 1993” and inserting “February

5,1994", and
(2) by striking “January 15, 1994” and inserting “April
30, 1994”.
26 USC 3304 (d) CONFORMING AMENDMENTS.—Section 101(e) of such Act is
105 Stat, 1049,  @mended—
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(1) by striking “October 2, 1993” each place it appears
in para%;'a_ph (1) and inserting “February 5, 1994”, and
(2) by striking “(and is not triggered off under paragraph
(1))” in paragraph (2) and inserting “after February 5, 1994,”.
(e) EFFECTIVE DATE.—The amendments made by this section 26 USC 3304
shagggpply to weeks of unemployment beginning after October note.
2, 1993. :

SEC. 3. MODIFICATION TO ELIGIBILITY REQUIREMENTS FOR EMER.
' GENCY UNEMPLOYMENT COMPENSATION.

(a) REPEAL OF DISREGARD OF RIGHTS TO REGULAR COMPENSA- 26 USC 3304
TION.—Subsection (f) of section 101 of the Emergency Unemploy- note.
ment Compensation Act of 1991 (Public Law 102-164, as amended)
is hereby repealed. 26 USC 3304

(b) EFFECTIVE DATE.—The repeal made by subsection (a) shall note.
apply to weeks of unemployment beginning after the date of the
enactment of this Act; except that such repeal shall not apply
in determining eligibility for emergenc unemployment compensa-
tion from an account established before October 2, 1993.

SEC. 4. WORKER PROFILING. Inter-
governmental
(a) IN GENERAL.— relations.

(1) ESTABLISHMENT OF PROFILING SYSTEM.—Section 303 of
the Social Security Act is amended by adding at the end thereof 42 USC 503.
the following new subsection: :

“GX1) The State agency charged with the administration of
the State law shall establish and utilize a system of profiling
all new claimants for regular compensation that—

“(A) identifies which claimants will be likely to exhaust
regular compensation and will need job search assistance serv-
ices to make a successful transition to new employment;

“(B) refers claimants identified pursuant to subparagraph
(A) to reemployment services, such as job search assistance
services, available under any State or Federal law;

“(C) collects follow-up information relating to the services
received by such claimants and the employment outcomes for
such claimants subsequent to receiving such services and uti-
lizes such information in making identifications pursuant to
subparagraph (A); and '

“D) meets such other requirements as the Secretary of
Labor determines are appropriate.

“(2) Whenever the Secretary of Labor, after reasonable notice
and opportunity for hearing to the State agency charged with the
administration of the State law, finds that there is a failure to
comply substantially with the requirements of paragraph (1), the
Secretary of Labor shall notify such State aﬁency that further
payments will not be made to the State until he is satisfied that
there is no longer any such failure. Until the Secretary of Labor
is so satisfied, he shall make no further certification to the Secretary
of the Treasury with respect to such State.”. ‘

(2) CONFORMING AMENDMENT.—Section 304(aX2) of the
S(o;:ial (SJecurity Act is amended by striking “or (i)” and inserting 42 USC 50
“1), or §)".

(b) PARTICIPATION REQUIREMENT.—Section 303(a) of the Social
Security Act is amended—

(1) by striking the period at the end of paragraph (9)
and inserting “; and”, and
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42 USC 503 note.

42 USC 503 note.

26 USC 3304

note.
42 USC 503 note.

42 USC 1105.

42 USC 1108,

TSR T T

(}?) by adding at the end thereof the following new para-
graph:

“(10) A requirement that, as a condition of eligibility for
regular compensation for any week, any claimant who has
been referred to reemployment services pursuant to the
profiling system under subsection (jX1XB) participate in such
services or in similar services unless the State agency charged
with the administration of the State law determines—

“(A) such claimant has completed such services; or
“(B) there is justifiable cause for such claimant’s failure
to participate in such services.”.

(¢) TECHNICAL ASSISTANCE.—The Secretary of Labor shall pro-
vide technical assistance and advice to assist the States in
implementing the profilin sf\;stem required under the amendments
made by subsection (a). Such assistance shall include the develop-
ment and identification of model profiling systems.

(d) REPORT TO CONGRESS.—Not later than the date 3 years
after the date of enactment of this Act, the Secre of Labor
shall report to the Congress on the operation and effectiveness
of the profiling system required under the amendments made by
subsection (a) and the participation requirement provided by the
amendments made under subsection (b). Such report shall include
such recommendations as the Secretary of Labor determines are
appropriate.

(e) CONFORMING AMENDMENT.—Section 4 of the Emergency
Unemployment Compensation Amendments of 1993 (Public Law
103-6§)is hereby relgealed.

(f) EFFECTIVE DATES.—

(1) The amendments made by subsections (a) and (b) shall
take effect on the date one year after the date of the enactment
of this Act. :

(2) The provisions of subsections (c), (d), and (e) shall
take effect on the date of enactment of this Act.

SEC. 5. TECHNICAL AMENDMENT TO UNEMPLOYMENT TRUST FUND.

Paragraph (1) of section 905(b) of the Social Security Act is
amended to read as follows:

“(bX1) Except as provided in paragraph (3), the Secretaz of
the Treasury shall transfer (as of the close of each month) from
the employment security administration account to the extended
unemployment compensation account established b{ subsection (a),
an amount (determined by such Secretary) equal to 20 percent
of the amount by which— .

“(A) the transfers to the employment security administra-
tion adccount pursuant to section 901(bX2) during such month,
excee :

“(B) the payments during such month from the employment
secslat)y administration account pursuant to section 901 (bX3)
and (d).

If for any such month the payments referred to in subparagraph
(B) exceed the transfers referred to in subparagraph (A), proper
adjustments shall be made in the amounts subsequently
transferred.”

SEC. 8. EXTENSION OF REPORTING DATE FOR ADVISORY COUNCIL.

Section 908(f) of the Social Security Act is amended—
(1) iyaragraph (1), by striking “2d year” and inserting
“third year”; an
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(2) in paragraph (2), l:y striking “February 1, 1994” and
inserting “February 1, 1995”.

SEC. 7. TEMPORARY INCREASE IN SPONSORSHIP PERIOD FOR ALIENS
UNDER THE SUPPLEMENTAL SECURITY INCOME PROGRAM.

(a) INCREASE IN SPONSORSHIP PERIOD.— . ) )

(1) IN GENERAL.—Section 1621 of the Social Security Act
(42 U.S.C. 1382j) is amended by striking “three years” each
place such term appears and inserting “5 years”.

(2) EFFECTIVE DATE.—The amendments made by paragraph
(1) shall take effect on January 1, 1994.
(b) REINSTATEMENT OF PRIOR LAW.—

(1) IN GENERAL.~—Section 1621 of the Social Security Act
(42 U.S.C. 1382j), as amended by subsection (aX1) of this sec-
tion, is amended by striking “5 years” each place such term
appears and inserting “3 years”.

(2) EFFECTIVE DATE.—The amendments made by paragraph
(1) shall take effect on October 1, 1996,

SEC. 8. TREATMENT OF RAILRCAD WORKERS.

(a) EXTENSION OF PROGRAM.—
(1) IN GENERAL.—Paragraphs (1) and (2) of section 501(b)
of the Emergency Unemployment Compensation Act of 1991
(Public Law 102164, as amended) are each amended by strik-
ing “October 2, 1993” and inserting “January 1, 1994”.
(2) CONFORMING AMENDMENT.—Section 501(a) of such Act
ilsgg‘xir},ended by striking “October 1993” and inserting “January
(b) LENGTH OF BENEFITS DURING PERIOD OF EXTENSION.—Sec-
tion 501(dAX2XBXii) of such Act is amended by striking “on and
after the date on which a reduction in benefits is imposed under
section 102(bX2XAXiv)” and inserting “after October 2, 1993”.
(c) TERMINATION OF BENEFITS.—Section 501(e) of such Act is
amended—
(1) by striking “October 2, 1993” and inserting “January
1, 1994”, and
(2) by striking “January 15, 1994” and inserting “March
26, 1994”.

SEC. 8. EFFECTIVE DATES.

(a) REPEAL OF DISREGARD OF RIGHTS TO REGULAR COMPENSA-

TION.—Notwithstanding the provisions of section 3(b) of this Act,
the repeal made by section 3(a) of this Act shall apply to weeks
of unemployment beginning after October 2, 1993, except that such
repeal shall not apply in determining eligibility for emergency

unemployment compensation from an account established before

October 3, 1993.
(b) RAILROAD WORKERS.— v

(1) IN GENERAL.—Paragraphs (1) and (2) of section 501(b)
of the Emergency Unemployment Compensation Act of 1991
(Public Law 102-164, as amended), as amended by section
8(aX1) of this Act, are each amended by striking “January
1, 1994” and inserting “February 5, 1994”.

(2) CONFORMING AMENDMENT.—Section 501(a) of such
Emergency Unemployment Compensation Act of 1991, as
amended by section 8(a)X2) of this Act, is amended by striking
“January 1994” and inserting “February 1994”.
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(3) TERMINATION OF BENEFITS.—Section 501(e) of such
Emerﬁenc Unemployment Compensation Act of 1991, as
45 USC 352 note. amended by section 8(c) of this Act, is amended—
(A) by striking “January 1, 1994” and inserting “Feb-
ruary 5, 1994”, an
20 1(;39)413)' striking “March 26, 1994” and inserting “April

Approved November 24, 1993.

LEGISLATIVE HISTORY—H.R. 3167:

HOUSE REPORTS: Nos. 103-268 (Comm. on Ways and Means), and 103-333 and
103-404 (both from Comm. of Conference).
CONGRESSIONAL RECORD, Vol. 139 (1993):
Oct. 15, considered and passed House.
Oct. 25-28, considered and passed Senate, amended.
Nov. 9, House recommitted conference report.
Nov. 20, Senate agreed to conference report.
Nov. 23, House agreed to conference report.
WEEKLY COMPILATION OF PRESIDENTIAL DOCUMENTS, Vol. 29 (1993):
Nov. 24, Presidential statement.

21.




COASSIFICATION |

U. S. Department of Labor —wl,}éggmm

Employment and Training Administration
Washington, D.C. 20210 ' TIHIRL

Unemployment Insurance Service

DATE
January 28, 1994 ,
DIRECTIVE :  UNEMPLOYMENT INSURANCE PROGRAM LETTER NO. 13 94
T0: :  ALL STATE EMPLOYMENT SECURITY AGENCIES :
FROM . MARY ANN WYRSCH Wﬂ |
Director : v

SUBJECT  : The Unemployment Compensation Amendments of
1993 (Public Law 103-152) - Provisions
Affecting the Federal-State Unemployment
Compensation Program

1. Purpose. To advise State employment security agencies
(SESAs) of the provisions of the Unemployment Compensation
Amendments of 1993, Public Law (P.L.) 103-152, which affect
the Federal-State Unemployment Compensation (UC) Program.

2. References. Section 4 of P.L. 103-152; Titles III and
IX of the Social Security Act (SSA); P.L. 103-6; P.L. 102-
318; UI Occasional Papers 89-3 and 91-1; and UIPL 45-93,
dated September 23, 1993.

3. Background. On November 24, 1993, the President signed
into law the Unemployment Compensation Amendments of 1993,
P.L. 103-152. P.L. 103-152 extended the Emergency Unemploy-
ment Compensation (EUC) program, and amended the SSA to
require States, as a condition of receiving administrative
grants, to establish and utilize a system of profiling all
new claimants for regular UC for purposes of identifying
claimants who are likely to exhaust UC and will need job
search assistance to make a successful transition to new
employment. The SSA was further amended to require States
to disqualify an individual identified pursuant this
profiling system if the individual fails to participate in
reemployment services. In addition, P.L. 103-152 made a )
technical change to Title IX of the SSA. States have ~ 3
already been advised of those provisions affecting the EUC - |
program in GAL 12-92, Change 6. This issuance is limited to
those amendments to the SSA affecting the Federal-State UC 4
program. These amendments are as follows: :

(a) a new requirement that States establish and
utilize a system of profiling all new claimants for regular

uc; ?
|
S — |
RESCISSIONS . EXPIRATION DATE
None _ January 31, 1995
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(b) a new requirement that State law require claimants
~identified as most likely to exhaust regular UC to
participate in reemployment services as condition of UC
eligibility; and

(c)‘ a technical amendment to Title IX of the SSA
pertaining to the Unemployment Trust Fund.

4. Action Required. SESAs are requested to take the action
necessary to assure consistency with Federal requirements as
amended by P.L. 103-152. The effective dates for implemen-
tation of these amendments are found in Attachment III.

5. Ingquiries. Inquiries should be directed to your
Regional Office.

6. Attachments.
I. UNEMPLOYED WORKER PROFILING
II. PARTICIPATION IN REEMPLOYMENT SERVICES

III. DRAFT LANGUAGE TO IMPLEMENT SECTION 4(b) OF P.L.
103-152

IV. TECHNICAL AMENDMENT CONCERNING THE UNEMPLOYMENT TRUST
FUND
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b. Discussivn.

Profiling - Situation Prior to Enactment of P.L. 103=
152. Profiling is based on the premise that a set of
characteristics - a "profile" - can be developed to
identify, at an early stage of unemployment, which workers
are likely to exhaust UC and will need assistance to find
new jobs. Research on this point sponsored by the Depart-
ment of Labor and conducted in the State of New Jersey found
that profiled claimants who received reemployment services
returned to work earlier than those who did not receive such
services. (See UI Occasional Papers 89-3 and 91-1 which
contain reports on the New Jersey project.) In addition,
studies on the long-term unemployed have found that indivi-
dual characteristics such as schooling and job tenure relate
to when the individuals return to work. Thus, providing
early reemployment assistance to individuals most likely to
remain out of work should result in an earlier return to
work.

Section 4 of P.L. 103-6 addressed the establishment of a
system of profiling all new claimants for regular UC
(including new claimants under Federal unemployment benefit
allowance programs) to determine which claimants may be most
likely to exhaust reqular UC and may need reemployment
services to make a successful transition to new employment.
Although States were not required to establish a system of
profiling, the Secretary was directed to "encourag[e] [its]
adoption and implementation by all States," as well as
provide "technical assistance and advice to the States in
the development of model profiling systems." -

In response to this legislation, the Department took action
to develop a model profiling system. UIPL 45-93 was issued
and States were encouraged to provide comments on the ’
profiling system and the procedures needed to implement it.
The Department was in the process of developing this system
and a strategy for its implementation when P.L. 103-152 was
enacted.

Profiling - Effect of P.L. 103-152. The amendments
made by P.L. 103-152 repealed Section 4 of P.L. 103-6 and
added subsection (j) to Section 303, SSA, to require States,
as a condition for receiving Title III grants, to implement
and utilize a system of profiling all new claimants for
regular UC. Under Section 303(j) (1), SSA, the system must
include components which:

1. Identify which claimants will be likely to exhaust

regular UC and will need job search assistance services to
make a successful transition to new employment.
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ATTACHMENT I TO UIPL 13 94

UNEMPLOYED WORKER PROFILING

a. Text of Amendment -~ Section 4(a) of P.L. 103-152.
SEC. 4., WORKER PROFILING.

(a) IN GENERAL.--
' (1) ESTABLISHMENT OF PROFILING SYSTEM.--Section 303
of the Social Security Act is amended by adding at the end
' thereof the following new subsection:
"(j) (1) The State agency charged with the
administration of the State law shall establish and
utilize a system of profiling all new claimants for
regular compensation that--
"(A) identifies which claimants will be likely to
exhaust regular compensation and will need job
search assistance services to make a successful
transition to new employment;
"(B) refers claimants identified pursuant to
subparagraph (A) to reemployment services, such as
job search assistance services, available under
any State or Federal law;
"(C) collects follow-up information relating to
the services received by such claimants and the
employment outcomes for such claimants subsequent
to receiving such services and utilizes such
information in making identifications pursuant to
subparagraph (A); and
"(D) meets such other requirements as the
Secretary of Labor determines are appropriate.

"(2) Whenever the Secretary of Labor, after
‘"reasonable notice and opportunity for hearing to the State
agency charged with the administration of the State law,
finds that there is a failure to comply substantially with
the requirements of paragraph (1), the Secretary of Labor
shall notify such State agency that further payments will
not be made to the State until he is satisfied that there is
no longer any such failure. Until the Secretary of Labor is
so satisfied, he shall make no further certification to the
Secretary of the Treasury with respect to such State."

25.
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2. Refer the claimants described in item 1 above to
reemployment services, such as job search assistance
services, available under any State or Federal law. The
conference Committee Report defines "reemployment services"
as: : -

. . . job search assistance and job placement
services, such as counseling, testing, and providing
occupational and labor market information, assessment,
job search workshops, job clubs and referrals to
employers, and other similar services. [H. Rep. No.
333, 103rd Cong. 1st Sess., 5 (1993)]

3. Collect follow-up information relating to the
services received by such claimants and their employment
outcomes and use the information for future profiling.

4. Meet "such other requirements as the Secretary of
Labor determines are appropriate.”

The Department of Labor will provide further guidance
concerning "reemployment services," "job search assistance,"
"follow-up information," "employment outcomes" and any other
requirements the Secretary of Labor determines to be
necessary for the proper implementation of a profiling
system.

c. Technical Assistance and Report. Section 4(c) of P.L.
103-152 requires that the "Secretary of Labor shall provide
technical assistance and advice to assist the States in
implementing the profiling system" and that "such assistance
shall include the development and identification of model
profiling systems." The Department of Labor plans to
provide technical assistance to States. Information
concerning this assistance and the model profiling systems
will be provided in future issuances.

Section 4(d) of P.L. 103-152 requires that, not later than
the date three years after the date of enactment of P.L.
103-152, the Secretary of Labor will report to the Congress
on the operation and effectiveness of the profiling system
and of the participation requirement described in Attachment
II below. Since P.L. 103-152 was enacted on November 24,
1993, the report is due November 24, 1996. -

d. Effective Date. Section 303(j)(2), SSA, requires that
States must comply substantially with the requirements of
303(j) (1), SSA as a condition of receiving administrative
grants under Section 303(a), SSA.

Under Section 4(f) (1) of P.L. 103-152, new Section 303(j),
SSA, "shall take effect on the date one year after the date
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of the enactment of this Act," or November 24, 1994. 1In
determining whether to take action against a State which has
not appropriately amended its law and/or not established a
profiling system by this effective date, the Department of
Labor will take into consideration the feasibility of such
State taking that action to meet the requirements of the
statute, as interpreted by the Department in its operating

instructions. These operating instructions will be provided
in future issuances.
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ATTACHMENT II TO UIPL 13 94

 PARTICIPATION IN REEMPLOYMENT SERVICES

a. Text of the’Amendmentf— Section 4(b) of P.L. 103-152.

(b) PARTICIPATION REQUIREMENT.—-Section 303(a) of the
Social Security Act is amended--’
(1) by striking the period at the end of paragraph
(9) and inserting "; and ", and
(2) by adding at the end thereof the following new
paragraph:
"(10) A requirement that, as a condition of
eligibility for regular compensation for any week,
any claimant who has been referred to reemployment
services pursuant to the proflllng system under
subsection (j) (1) (B) participate in such services
or in similar services unless the State agency
charged with the administration of the State law
determines-
"(A) such claimant has completed such
services; or
"(B) there is justifiable cause for such
claimant's failure to participate in such
services."

b. Discussion. P.L. 103-152 added Section 303(a)(10) to
the SSA to require States, as a condition of receiving Title
III grants, to place an additional condition of e11g1b111ty
on claimants who have been referred to reemployment services
pursuant to the profiling system under subsection
303(3j) (1) (B), SSA. A profiled claimant, in order to be
ellglble for regular UC for any given week ‘must participate
in reemployment services or similar services unless the
State agency determines that (1) the profiled claimant has
already completed such services; or (2) there is a ]ustlfl
able cause for the claimant's failure to participate in such
services. The Department of Labor will prov1de further
guidance to States concerning participation in "reemployment
services" or "similar services" and "justifiable cause."

The Department believes States will need to amend their laws
to provide for a dlsquallflcatlon based on a profiled
claimant's failure to participate in reemployment services.
If a State does not need to make such a law change, it will
be necessary to notify the Department that such a disquali-
fication can be accomplished without amendment.

c. Effective Date. Section 4(f) of P.L. 103-152,
requires that new Section 303(a) (10), SSA, "shall take
effect on the date one year after the date of the enactment
of this Act," or November 24, 1994. In determining whether
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to take action against a State which has not met this
requirement by this effective date, the Department of Labor
will take into consideration the feasibility of such State
timely amending its law and establishing a profiling system
(which is a necessary requisite to this denial provision)
which meets the requirements established by the Department
in its operating instructions.

29.
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ATTACHMENT IIXI TO UIPL 13 94

DRAFT LANGUAGE TO IMPLEMENT SECTION
4(b) of P.L. 103-152

States needing to amend their laws to incorporate the new
eligibility criteria established by P.L. 103 152, may wish
to use the followlng draft language.

(a) Ellglbllltx for benefits.~-An unemployed individual

shall be eligible to Yreceive benefits with respect to
.any week only if the individual:

* % %

() participates in reemployment services, such as
job search assistance services, if the
individual has been determined to be likely to
exhaust regular benefits and need reemployment
services pursuant to a profiling system
established by the Commissioner.
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ATTACHMENT IV TO UIPL 13 94

TECHNICAL AMENDMENT CONCERNING THE UNEMPLOYMENT TRUST FUND

a) Text of the Amendment- Section 5 of P.L. 103-152.

Sec. 5. Technical Amendment to Unemployment Trust Fund.

Paragraph (1) of Section 905(b) of the Social Security
Act is amended to read as follows:

"(b) (1) Except as provided in paragraph (3), the
Secretary of the Treasury shall transfer (as of the close of
each month) from the employment security administration
account to the extended unemployment compensation account
established by subsection (a), an amount (determined by such
Secretary) equal to 20 percent of the amount by which--

"(A) the transfers to the employment security
administration account pursuant to section 901 (b) (2)
during such month, exceed

- "(B) the payments during such month from the
employment security administration account pursuant to

section 901(b)(3) and (d).

If for any such month the payments referred to in
subparagraph (B) exceed the transfers referred to in
subparagraph (A), proper adjustments shall be made in the
amounts subsequently transferred." ‘

b) Discussion. The legislation proposed which eventually
became P.L. 102-318 contained a provision which would have
amended Section 901(b) (1), SSA, to create new subparagraphs
(A) and (B). This provision was not enacted. However,
corresponding amendments to Section 905(b) were included in
the enacted version of P.L. 102-319. As these amendments
referred to non-existent sections, the amendments had no
effect. Section 5 of P.L. 103~152 amended Section 905(b),
SSA, to delete the erroneously enacted language pertaining
to the non-existing section.

31.
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CLASSIFICATION
~ CORRESPONDENCE SYMBOL
U. S. Department of Labor TEURL :

Employment and Tralning Administration ~DATE
Washington, D.C. 20210 .

DIRECTIVE :  UNEMPLOYMENT INSURANCE PROGRAM LETTER NO. 13-94
CHANGE 1

10! . ALL STATE EMPLOYMENT SECURITY AGENCIES

FROM . MARY ANN WYRSCH /WML; o n ZU% ,,«30/% ’ 7

Director
Unemployment Insurance Service

SUBJECT . Draft Language - Failure to Partlcipate in
Reemployment Services

1. Purpose. To provide State Employment Security
Agencies (SESAs) with revised draft language to
implement Section 4(b) of Public Law (P.L.) 103-152 and
clarify certain elements of UIPL 13-94. '

2. References. UIPL 13-94; Section 4 of P.L. 103-152;
Section 303(a) (10) of the Social Security Act (Ssa).

3. Background. UIPL 13-94 provided information on the
provisions of the Unemployment Compensation Amendments
of 1993, P.L. 103-152, which affect the Federal-State
unemployment compensation (UC) program. Attachment III
to UIPL 13-94 provided draft language to implement new
Section 303(a) (10), SSA, as added by Section 4(b) of
P.L. 103-152, which requires that certain individuals
be held ineligible for UC for failure to participate in
reemployment services. However, the draft language
erroneously omitted language pertaining to exceptions
to this requirement. This UIPL provides amended draft
language and further clarification of UIPL 13-94.

4. Revised Draft lLanqguage. States needing to amend

their laws to incorporate the new eligibility cr1ter1a
established by P.L. 103-152 may wish to use the
following draft language:

-

RESCISSIONS — EXPIRATION DATE
None April 30, 1994 '
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(a) Eligibility for benefjts.--An unemployed
individual shall be eligible to receive benefits

~ with respect to any week only if the individual:

* &k &

« ) participates in reemployment services,
such as job search assistance services,
if the individual has been determined to
be likely to exhaust reqgular benefits and
to need reemployment services pursuant to
a profiling system established by the
Commissioner, unless the Commissioner
determines that:

(a) the individual has completed such
services; or

(b) there is justifiable cause for the

claimant’s failure to participate in such |
services.

Section 303(a) (10), SSA, requires State laws to contain
"a requirement that, as a condition of eligibility for
regular compensation for any week, any claimant who has
been referred to reemployment services pursuant to the
profiling system . . . participate in such services or
in similar services unless the State agency . . .
determines (A) such claimant has completed such
services; or (B) there is justifiable cause for such
claimant’s failure to participate in such services."
(Emphasis added.) Therefore, the State law is required
to provide not only that eligibility for regular UC is
conditioned on a claimant’s participation in reemploy-
ment services, but also that such condition is treated
as met if the claimant has completed such services, or
there is justifiable cause for the claimant’s nonpar-
ticipation.

It should be further noted that the above language is
intended to be added to the section of State law
containing eligibility requirements (e.g., Employment
Service registration and able and available
requirements). Justifiable cause does not supersede
State able and available requirements, but rather is an
additional eligibility requirement related to
participation in reemployment services. Specifically,
if an individual is determined to have justifiable
cause for failure to participate in reemployment
services, the individual still must meet a State’s able
and available requirements to be eligible for UC.
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5. Clarification. At one’ point, UIPL 13-94 uses the
term "disqualification" when referring to the
eligibility requirement that individuals participate in
reemployment services. It would be more accurate to
refer to those individuals who fail to participate in
reemployment services as being "ineligible" for UC.

6. Action Required. SESAs are requested to take the:
action necessary to assure consistency with Federal

requirements. The Department of Labor assumes States
will need to amend their laws in accordance with the
revised draft language. If a State does not need such
a law change, it will be necessary to so notify the
Department. .

6. Inquiries. Inquiries should be directed to your
Regional Office. » '
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Unemployment Insurance Service
Unemployment Insurance Program Requirements for
the Worker Profiling and Reemployment Services
Systen

S8UBJECT

1. Purpose. To provide guidance on Unemployment Insurance
(UI) program requirements for the Worker Profiling and
Reemployment Services system.

2. References

a. Laws. Title III of the Social Security Act (SsA);
Section 4 of Public Law (P.L.) 103-152; the Federal-State
Extended Unemployment Compensation Act of 1970 (EUCA);
U.S.C. 8501 et seqg.; and Title III of the Job Training

Partnership Act (JTPA), "Employment and Training Assistance
for Dislocated Workers."

b. Issuances. Unenmployment Insurance Program Letter
(UIPL) No. 13-94, dated January 28, 1994; UIPL :3-94, Change
i, dated April 15, 1994; and the Secretary's Standard for
Claim Determinations, Part V, Employment Security Manual,
Section 6010 et seq.

3. Background. On November 24, 1993, the President signed
into law the Unemployment Compensation Amendments of 1993
(P.L. 103-152) which added Sections 303(a) (10) and 303(j) to
the SSA. Both of these new sections contain requirements
States must meet as a condition of States receiving UI
grants. (The text of both sections is contained in the
Attachment.) Under Section 303(3j) (1), SSA, the State must:

» Identify which claimants; will be likely to
exhaust regular UI and will need job search
assistance services to make a successful

transition to new employment. (Subparagraph (A)
of Section 303(j) (1), SSA.)

RESCISEIONS RUETERTIOY DATE
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* Refer the claimants so identified to
reemployment services, such as job search
-assistance services, available under any State

- or Federal law. (Subparagraph (B) of Section

“303(3)(1)a SSA.)

"e Collect follow-up 1nformation relatlng to the
" services received by such claimants and their °
employment outcomes and use the information for
- future profiling. (Subparagraph (C) of Section
303(3) (1), SSA.) a | -

» 'Meet "such other requirements as the Secretary
-of Labor determines are appropriate.®:
(Subparagraph (D) of Sectlon 303(j) (1), SSA.)

In addition, Section 303 (a)(10), SSA, requires claimants to
participate in reemployment services to which they have been
referred as a condition of UI eligibility. P.L. 103-152
requlres the Secretary of Labor to prov1de technical
assistance and advice to the States in implementing the
worker profiling systems.

One of the principal aims of the profiling system is to
provide reemployment services to certain claimants through
an "early intervention" process. That is, claimants who are
unlikely to return to their previous jobs or occupatlons
will be identified and given assistance early in their
claims series. This approach is expected to facilitate an
early return to employment and savings to each State's
unemployment funda.

‘In response to this legislation, the U,S. Department of
Labor (Department) has launched a major initiative to
establish an integrated, comprehensive worker profiling and
reemployment services system involving various programs,
including the UI, Employment Service, and Title III, JTPA
programs. To this end, information describing how a recom-
mended integrated system might operate was issued to the
States through the Department's Regional Offices. (This
recommended system followed the overall approach embodied in
the proposed Reemployment Act of 1994.) However, since the
SSA amendments create specific requirements as a condition
of receiving UI administrative grants, it is necessary to
provide guidance to States concerning what actions pust be
taken concerning the UI’ program. This issuance provides
definitive guldance concerning these actions., -

‘Among other things, this UIPL descrlbes the mlnimum requlred
profiling system for identifying and referring- claimants.,
That the States must use this required profiling system does
not, however, abrldge the States! authority to use other
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methods, not related to the minimum system, for identifying
claimants for referral. For example, assuming a service
provider has twenty-five slots, a State may refer only
fifteen claimants identified under the minimum required
profiling system to the provider if the. State also refers
ten claimants using whatever methods it deems appropriate.

4. vervie ofili

System. Federal law does not specify a detailed structure
for the profiling and reemployment services system. That is
left to the States. However, in order to meet the statutory
requirements and coordinate between the various employment
and training programs, the Department anticipates that the
following general structure will be used by all States:

e The UI agency will profile all claimants to identify
those likely to exhaust regular UI and in need of
reemployment services.

o To the extent that reemployment services are
available, the "identified" claimants will either be
immediately referred to these services or placed in

a selection pool from which a referral may later be
made. '

¢ Services will begin with an orientation session
advising claimants of the availability and benefit
of reemployment services, and, if appropriate, an
individual assessment of each claimant's needs.
Based on an individual service plan, the claimant
may be referred to reemployment services tailored to
the individual's needs.

. The entity providing the reemployment services will
promptly provide the UI agency with any necessary
information relating to the claimants' continuing
eligibility for UI.

S. Arrangements with Service Provider(s). Under the
authority granted by Section 303(j) (1) (D), SSA, which allows
the Secretary to establish other requirements as are deter-
mined appropriate, the Department has determined that State
UI agencies are to establish certain arrangements with the
entities providing reemployment services. When the UI
agency is not part of the same overall State agency as the
service provider (for example. an employment security agency
or executive department), the Department recommends that
these arrangements be in a written agreement. Arrangements
must be made in two areas: the number of claimants to be
referred to the provider and the information the provider
must forward to the UI agency. '




a. Number of Claimants Referred. The burden of
reporting to service providers should not be placed upon .
claimants when services are not available. Similarly,
service providers should not be required to expend time and
resources working with referred claimants when services are
not available for them. Therefore, there must be a balance
between the available supply of services and referrals to
these services. To avoid excessive referrals, the agreement
must provide a method for assuring that the number of
claimants referred to the provider is based on the number
the provider is able to serve.

Section 303(3j) (1) (B), SSA, only requires the referral to
"available" reemployment services of claimants identified as
likely to exhaust regular UI and who need job search
assistance. Therefore, the State will meet the requirements
of Section 303(j)(1)(B), SSA, when the supply of services
and referrals to these services is balanced.

b. Receipt of Information. New Section 303(a)(10),
SSA, requires that claimants, identified and referred to
reemployment services through profiling, participate in such
services, or in similar services, as a condition of UI
eligibility. Also, Section 303(a) (1), SSA, requires
"methods of administration . . . as are found by the
Secretary to be reasonably calculated to insure full payment
of unemployment compensation when due." This means the UI
agency must have methods of administration for obtaining
eligibility information from service providers and for
promptly determining eligibility based on this information.
To ensure service providers meet the UI agency's needs,
arrangements must exist for the prompt provision of any
necessary eligibility information concerning participation
or availability. States also will need to establish methods
of administration for obtaining this information when

claimants are attending "similar services" as discussed in
item 11.b.

Further, as discussed in item 12 below, States must provide
information to this Department related to reemployment
services received by claimants and employment outcones.

Arrangements must be made for the provision of this
information.

6. Definition of “Reemployment Services."® The second
conference report for P.L. 103-152, which added Sections

303(a) (10) and 303(j) to the SSA, describes "reemployment
services" as including--

job search assistance and job placement services,
such as counseling, testing, and providing occupa=-
tional and labor market information, assessment, job
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search workshops, job clubs and referrals to
employers, and other similar services. ([H.R. Conf.
Rep. No. 404, 103rd Cong., 1lst Sess. 5 (1993))

Reemployment services need not include skills and education
training. Therefore, States are not required to apply the
participation requirement discussed in item 11.a. to such
training even if claimants are referred to such training

through the worker profiling and reemployment services
systemn.

Orientation and assessment activities are both reemployment
services for purposes of Sections 303(a)(10) and 303(j),
SSA. Orientation is a service since claimants are made
aware of why services are available and what the services
are and, as a result, are able to participate in the
identification of appropriate services to assist them in
returning to employment. Assessment is a service since it
identifies the specific needs of each claimant. Assessment

is also listed as a reemployment service in the Committee
Report.

7. Benefit Rights Interview (BRI). Under the Secretary's
Standard for Claim Determinations, individuals who may be
entitled to UI must be provided information as will reason-
ably afford them an opportunity to know, establish and
protect their rights under the UI law of the State.
Therefore, BRI information provided to claimants during the
initial claims taking process must advise claimants of the
possible consequences of failure to report or to participate
in any reemployment services to which they may be referred.

8. JIdentifvying Claimants Likely to Exhaust and in Need of
Reemployment Services

a. Who is to be Profiled. Section 303(j)(1)(A), SSA,
requires that State agencies establish and utilize a system
of profiling "all new claimants for regular compensation"
(i.e., regular UI) that "identifies which claimants will be
likely to exhaust regular compensation and will need job
search assistance services to make a successful transition
to new employment." Based on the plain language of Section
303(3) (1) (A), all claimants for regular UI must be profiled.

The term "regular compensation" is defined in Section
205(2), EUCA, as "compensation payable to an individual
under any State unemployment compensation law (including
compensation payable pursuant to 5 U.S.C. chapter 85), .
other than extended compensation and additional compen-
sation."™ Through the reference to 5 U.S.C. chapter 85, the
phrase "all new claimants for regular compensation" includes
claimants filing for UI for ex-servicemembers (UCX) and




Federal employees (UCFE). The phrase "all new claihants for
regular compensation" includes all intrastate, interstate
and combined-wage claimants.

The Department will work with the States in developing
arrangements for profiling interstate claimants. In
determining whether to take action against a State which is
not profiling and referring. interstate claimants, the
Department will take into account the feasibility of such
State taking appropriate action.

b. Who is_to be Identified. The profiling system must
be structured so as to identify which claimants will be
likely to exhaust regular UI and will need job search
assistance services to make a successful transition to new
"employment. If a claimant is not permanently laid off,
there is no need for job search assistance to make a
"transition to new employment" and the likelihood of -
exhaustion also decreases. Similarly, if jobs exist in the
current industry or occupation, then the claimant is less
likely to exhaust and to need job search assistance to make
a "transition to new employment." The word "transition" as
used in Section 303(j) (1), SSA, indicates that the require-
ment for participation in reemployment services is not aimed
at claimants who are merely between jobs in the same indus-
try or occupation, but instead at claimants who are having

to make a "transition" to jobs in a different industry or
occupation.

As a result of this analysis, the Department has determined
the following minimum requirement: A State profiling system
must identify all new claimants for regular UI who are
permanently laid off (and who are, therefore, likely to
exhaust). From the claimants so identified, the State must
further identify at least one of the following. (1) those
claimants who are unlikely to return to their previous
industry or (2) those claimants who are unlikely to return
to their previous occupation.

Claimants identified under the minimum required profiling
system described above will also be "eligible dislocated
workers" under Section 303(a) (1) (A) of Title III, JTPA.
This section defines the term "eligible dislocated workers"
to mean individuals who "have been terminated or laid off or
who have received a notice of termination or layoff from
empioyment, are eligible for or have exhausted their
entitlement to unemployment compensation, and are uniikely
to return to their previous industry or occupation."
Claimants identified through the minimum profiling systenm
described above are--as are certain "eligible dislocated
workers"--permanently laid off from employment, eligible for
UI, and unlikely to return to their previous industry or
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occupation. Therefore, claimants identified through the
minimum required profiling system will also be "eligible
dislocated workers" for purposes of Title III, JTPA.

c. How Claimants are to be Identified

(1) Variables. The use of certain types of
variables is required to ensure that claimants identified
are permanently laid off and unlikely to return to their
previous industry or occupation. The use of other variables
is optional. 1In addition, the use of certain variables is
prohibited.

Under the minimum required profiling system, the foilowing
variables must be used:

e First Payment for Total or Part-Total Unemployment:
Since claimants cannot exhaust UI unless they are
first eligible for UI, the use of this variable is
required. Claimants receiving first payments for
partial claims are not required to be identified for
referral since there has been no separation from
employment.

First payment to some claimants will occur late in
their claims series due to appeals, wage investi-
gations or other causes. Since, as noted in item
8.a, "all new claimants" for UI must be profiled,
claimants receiving late payments must be profiled.
However, given that the profiling system's goal of
early intervention will not be achieved for these
claimants, States have the option of introducing an

~‘additional variable to the proflllng system which
would exclude claimants who receive first payments
"after a certain period of time (for example, 5
weeks) .

e Recall Status: Since claimants who are on recall
will not need reemployment services and are less
likely to exhaust UI, the use of this variable is
required. '

‘e Hiring Halls: Claimants making exclusive use of a
union hiring hall will not need reemployment services
since these claimants are expecting to find work in
their current occupation. If union hiring halls are
used in the State, then the State must use this
variable.

Claimants remaining after these three variables aré applied
will be passed through either a statistical modeling or
characteristic screening process to determine difficulty in
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finding reemployment. (See item 8.c.(2) below.) Following
"are variables which the Department has 1dentified for ‘use in
this process:

o Education: Educational level is closely associated
with reemployment difficulty. Generally, claimants
~ with less education are more likely to exhaust.
Use of this variable is a State option.

e Job Tenure: This is a measure of a claimant's
attachment to a specific employer. Studies show
that the longer a worker's specific job attachment,
the more difficult it is to find equivalent

employment elsewhere. Use of this variable is a
State option. ’ ‘

. ndustrx. A clalmant's search for employment is
affected by the former industry of employment.
Claimants who worked in industries that are
declining, relative to others in the State,
experience greater difficulty in obtaining new
employment than claimants who worked in expanding

industries. States must use either this variable
or "occupation."

e Occupation: Workers in low demand occupations
experience greater reemployment difficulty than
workers in occupations with higher demand. States
must use either this variable or "industry."

e Unemployment Rate: Dislocation and reemployment
difficulty are closely related to economic condi-

-~ tions, as measured by unemployment rates. In areas
with high unemployment, unemployed workers will
have greater difficulty becoming reemployed than
those workers in areas with low unemployment, even
if all other conditions are equal. Use of this
variable is a State option. :

To summarize, under the minimum required profiling systen,
States must use first payment, recall status, hiring halls
(if they are used in the State), and either industry or .
occupation to identify claimants for purposes of referral to
reemployment services. Using the above optional variables
will decrease the number identified under the profiling
system; however, the result will be a greater precision in
identification. The Department will notify States if any
additional opt10na1 variables are identified.

Finally, a profiling systen may not produce results which
discriminate in violation of any Federal or State law or
which otherwise unfairly favors some claimants over those
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similarly situated with respect to their need for reemploy-
ment services. To this end, under the authority granted by
Section 303(j) (1) (D), SSA, which allows the Secretary to
establish other requirements as are determined appropriate,
the Department has determined that the following elements
may not be used in the profiling system: age, race, ethnic
group, sex, color, national origin, disability, religion,
political affiljation and citizenship.

(2) Statistical Modeling versus Characteristi
Screening. Statistical modeling uses a set of variables in
combination simultaneously. Each variable receives a weight
(or "coefficient") that has been established by a statis-
tical process. The weighted average produces a ranking.
Characteristic screening, on the other hand, uses each
variable as an exclusion variable. That is, depending on
whether the answer is "yes" or "no" to a given question,
claimants will be either included or excluded. Unlike
statistical screening, no ranking is produced.

Referral to services based on statistical modeling will be
based on a numerical score since the higher the score, the
more likely the claimant will exhaust and the greater the
need for services. If claimants have the same scores, and
there are not sufficient opportunities to participate in
reemployment services, States must randomly select among
those claimants for referral to assure claimants are treated
equitably and the profiling system is legally defensible,
Since claimants identified through characteristic screening
cannot be ranked, States using this system must also
randomly select from among the identified claimants for
referrals. Under the authority granted by Section
303(j) (1) (D), SSA, which allows the Secretary to establish
other requirements as are determined appropriate, the
Department has determined that random selection is required
for use in profiling systems.

The Department encourages the use of statistical models
since they are more efficient and precise in identifying
claimants as well as easier to manage and adapt. However,
States may use characteristic screening. Whichever system
is used, each State must assure that the system implemented
in fact identifies claimants who are permanently laid off

and unlikely to return to work in either their previous
industry or occupation.

9. The Selection Pool. Under the profiling system anti-
cipated by the Department (see item 4), all claimants
jidentified in accordance with the requirements of Section
303(3j) (1), SSA, will be either immediately referred to
reemployment services or, if services are not available,
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piaced in a selection pool. Claimants in the selection pool
may be referred to services at a later date.

As noted in the background sectlon, early intervention is
-one of the pr1n01pa1 aims of the worker profiling and
reemployment services initiative. Holding claimants in the
pool for more than a minimum period of time will not achieve
‘this early intervention. Therefore, the Department recom-
mends that claimants be removed from the selection pool
after 4 weeks.

In addition, the Department recognizes that large-scale
permanent layoffs and plant closings do not occur at regular
intervals. Therefore,_there may be times when a State
elects to retain claimants in the pool for longer periods.
States may also elect to vary the length of time individuals
are held in the pool by locality within the State.

10. Notifications of Referrals to Reemployment Services.
Notification to claimants of referrals to reemployment
services should occur only if a referral is actually made.
(It is not necessary to notify claimants that they have been
‘placed in the selection pool since they are not required to
take any action until a referral is made.) These notifi-
" cation and referral notices must be in wrltlng and must
adv1se claimants: '

¢ That they have been identified as likely to need

reemployment services in order to make a successful:
transition to new employment.

o- When and where to report for the services.

+ To bring all relevant information concerning ongoing
or recently completed reemployment services or
current training in which they have participated and
believe would help them return to work. Alterna-
tively, States may choose to have certain claimants,
such as those already in training, contact the UI
agency first. Either way, the notice must clearly
explain what information the claimant is expected to
provide and to whom. .

e That failure to partic1pate in reemployment services
‘ may result in denial of UI.

Each State must ma1nta1n a record of each claimant referra‘E
notification in the same manner that it would any other -

formal correspondence that is pertinent to the ad)udication
of UI ellglbillty issues.
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11. cat ssues Assoc t
Reemployment Services

a. Participation Reguirement. Section 303(a)(10),
SSA, creates a requirement that "as a condition of eligibil-
ity for regular compensation for any week, any claimant who
has been referred to reemployment services . . . participate
in such services or similar services." (Emphasis added.)
The Department interprets the phrase "for any week" to mean
that a claimant must participate in reemployment services
(as defined in item 6 above) only during the week or weeks
that the claimant is required to attend. Therefore,
eligibility with respect to participation in reemployment
services is determined on a weekly basis.

Claimants must be held ineligible for any week in which
there is a failure to participate in reemployment services
which they are required to attend unless they: have
justifiable cause, have completed such services, or are :
attending similar services, as discussed below. Federal law

does not require, however, that the maximum UI benefit
amount be reduced.

Federal law does not require State UI laws to provide for a
finding of ineligibility when claimants are no longer
required to participate. For example, a claimant may refuse
to participate during one week and be held ineligible for
that week. If the claimant is required to participate the
next week and again refuses, then the claimant will continue
to be ineligible. However, if the claimant is not required
to participate the next week, then there is no failure to
participate and the State is not required to find the
claimant ineligible. Similarly, a claimant who has refused
to participate in available services and has been held
ineligible may later agree to participate. 1In this case, if
the services are no longer available to the claimant,
Federal law does not require the claimant to be held

ineligible for any additional weeks since there is no longer
a failure to participate.

There is also no failure to participate when the service
provider relieves claimants of the requirement that they
attend. This may occur when, for example, a claimant
notifies a provider of an inability to participate due to a
family emergency and the service provider advises the
claimant that it is not hecessary to participate. (Note:
This may raise an availability issue for the week(s) in
question. This is why service providers must provide
information concerning availability under item 5.b. above.)

Claimants are not required to be held ineligible if the
failure to participate is minimal and does not significantly
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affect their ability to benefit from the reemployment
services in attempting to obtain new work. For example, if
a claimant misses one hour of an eight hour seminar, the

State may find that this limited absence is not a failure to
participate.

b. Similar Services. Under Section 303(a)(10), SSA, a
claimant referred under the profiling system is not required

to participate in reemployment services if the claimant is
participating in "similar services."

"similar services" are reemployment services that claimants
are attendlng on their own initiative. Examples of "similar
services" 1nc1ude, but are not limited to, services offered
by a company prior to a permanent layoff or services offered
by private employment agencies. The "similar services" need
not be identical to those to which the claimant was referred
by the State; they need be only reasonably similar. The
quality .of the services being provided should be a relevant
factor in determining whether the services are "similar.®

Under the Secretary's Standard for Claim Determinations, the
UI agency is required to obtain and record such information
as will reasonably insure the payment of benefits to
individuals when due. Therefore, the UI agency must perform
sufficient factfinding to determine if, in fact, the ser-
vices are similar. This means the UI agency must determine,
among other things, to what services the claimant was
referred and what the "similar services" are which the
claimant is (or will be) attending.

c. Exceptions to Participation Requirement. Section
303(a) (10), SSA, contains two exceptions to the partic-
ipation requirement. The first is whether the claimant has
completed such services. The second is whether "justifiable
cause" exists for the claimant's failure to participate in
the services. (Note: As indicated in item 11.b, there is no

participation requirement if claimants are participating in
similar services.)

(1) Completion of "Such Services." Section
303(a) (10) (A) provides that a claimant who has completed
"such services" is not required to participate in services
to which the claimant has been referred. How recently the
services were completed should be considered in making this
determination since, for example, certain approaches to
finding a job may have changed due to changing labor market
conditions. Although the language "such services" appears
to refer to those services to which the claimant was
referred, it is reasonable to also include the completion of
"similar services." Therefore, the Department interprets
Section 303(a) (10) (A), SSA, as allowing States to consider
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the completion of "similar services" as the completion of
"such services."

(2) Justifiable Cause. Section 303(a) (10)(B)
provides that a claimant who has "justifiable cause" is not
required to participate in services to which the claimant
has been referred. As noted in (1) above, although the
language "such services" appears to refer to those services
to which the claimant was referred, it is reasonable to also
include the completion of "similar services." Otherwise,
claimants attending "similar services" would not be relieved
of the requirement to participate when justifiable cause
exists. Therefore, the Department interprets Section
303(a) (10) (B), SSA, as allowing States to consider justi-
fiable cause as a reason for not participating in "similar
services."

For purposes of ensuring consistency with Section

303(a) (10), SSA, States must apply the "reasonable person"
test in determining if justifiable cause exists for failure
to participate. That is, States must determine if the
reasons offered by claimants for failure to participate are
such that a reasonable person would not have participated.
As in other areas where the "reasonable person" test is
used, such as failure to report to the UI office as
required, States must expect that claimants take the actions
a prudent and reasonable person would take prior to con-
cluding that participation is not possible. For example,
although a reasonable person would not be expected to leave
children at home unattended, a reasonable person would also
be expected to make an effort to obtain child care.

A finding of justifiable cause will last only for the period
the justifiable cause is relevant. For example, justifiable
cause due to short term illness will last only for the
period of the illness. There may be cases when the State
determines that the justifiable cause continues for a longer
period or through the life of the claim, for example, when
the claimant is in approved training under State law.

(Note: The Department anticipates that claimants in
approved training will not be required to participate in
reemployment services while they are in training.)

d. Relation of Participation Requirement to Other
State Eligibility Requirements. Depending on the nature and
extent of the reemployment services .in which the claimant is
participating, States should apply other eligibility
requirements in such a way as to not overly burden the
claimant. For example, the State may choose to reduce the
number of work search contacts required or relieve the
claimant of the work search requirement during a period of
participation in reemployment services, as appropriate.
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As noted in UIPL 13-94, Change 1, the justifiable cause
exception does not supersede State able and available
requirements, but rather is an additional eligibility
requirement related to participation in reemployment
services, Claimants may be determined to have justifiable
cause for failure to participate in reemployment services;
however, they must still meet a State's able and available
requirements to be eligible for UI. For example, although a
claimant who is ill may have justifiable cause for failure
to participate in reemployment services, the claimant is
still subject to the State's able and available requirements
and may, as a result, be ineligible for UI.

e, Appeal Rights. Under paragraphs (1) and (3) of
Section 303(a), SSA, any eligibility determination that a
claimant has failed to participate in reemployment services
must be appealable. 1In addition, all determinations of UI
eligibility must contain appeal rights in accordance with
the Secretary's Standard for Claim Determinations.

Although States must allow claimants to appeal denials for
‘failure to participate in orientation and assessment, States
are not required to permit claimants to contest the
propriety of the referral to orientation and assessment.
Orientation and assessment are aimed at determining what, if
any, additional reemployment services may be needed by the
claimants. Obviously, if claimants do not report, this
determination cannot be made. In this regard, referrals to
orientation and assessment are similar to reportlng and
"call-in" requirements.

Claimants must, however, be allowed to question whether any
services tailored to the individual are, in fact, needed.
If any evidence appears at any stage of the nonmonetary
determination or appeals process indicating that the
claimant does not need these services, the UI agency must
take the initiative in determining whether the referral was
proper. If it is found not to be proper, then the partici-
pation requ1rement does not apply and there is no need to
address exceptions such as justifiable cause.

12. Feedback and Reporting.- Section 303(3) (1) (C), Ssa,
requires that States collect follow-up information relating
to the reemployment services received by the referred -
claimants and the employment outcomes for these claimants.
This information is to be used in refining the profiling
system. Section 303(a)(6), SSA, also requires the States to
provide "such reports, in such form and containing such
information as the Secretary of Labor may from time to time
require . . . ."
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Under these authorities, States will be required to submit
information concerning profiling to the Department. This
UIPL does not address what information must be collected or
reported. Specific instructions for reporting any infor-
mation on services and outcomes will be issued as changes to
ETA Handbook 401, "Unemployment Insurance Reports Handbook".

13. Action Required. Adnministrators are requested to
provide this information to the staff developing the worker
profiling and reemployment services system.

14. Inquiries. 1Inquiries should be directed to the
appropriate Regional Office.

15. Attachment. Sections 303(j)(1) and 303(a) (10), SSA.
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ATTACHMENT to UIPL
SECTIONS 303(3) (1) and 303(a)(10), SSA

1. SECTION 303(j)(1), SSA - ESTABLISHMENT OF PROFILING
SYSTEM

The State agency charged with the administration of the
State law shall establish and utilize a system of profiling
all new claimants for regular compensation that--
(A) identifies which claimants will be likely to
exhaust regular compensation and will need job search
assistance services to make a successful transition to
new enployment;
(B) refers claimants identified pursuant to
subparagraph (A) to reemployment services, such as job
search assistance services, available under any State
or Federal law;
(C) collects follow-up information relating to the
services received by such claimants and the employment
outcomes for such claimants subsequent to receiving
such services and utilizes such information in making
identifications pursuant to subparagraph (A); and
(D) meets other requirements as the Secretary of Labor
determines are appropriate.

2. SECTION 303(a)(10), SSA - PARTICIPATION REQUIREMENT

[State law must contain) (10) A requirement that, as a
condition of eligibility for regular compensation for any
week, any claimant who has been referred to reemployment
services pursuant to the profiling system under subsection
(3) (1) (B) participate in such services or in similar
services unless the State agency charged with the
administration of the State law determines-

(A) such claimant has completed such services; or

(B) there is justifiable cause for such claimant's

failure to participate in such services.
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CLASSIFICATION
U. 8. Department of Labor UI/Profiling
Erployment and Training Adninistration CORRESPOMDENCE SYMBOL
Washington, D.C. 20210 TEURA

DATE
Sept. 23, 1993

DIRECTIVE : UNEMPLOYMENT INSURANCE PROGRAM LETTER NO.45-93

T : ALL STATE EMPLOYMENT SECUR NCIES
FRO 'bj BARBARA ANN FARMER
& Administrator

for Regional Management

SUBJECT : Profiling Unemployment Insurance (UI) Claimants

1. Purpose. To introduce State Employment Security Agencies (SESAs) to
the new, camprehensive UI profiling system that has been developed by
the Department which focuses on: 1) the early identification of new UI
claimants who might experience reemployment difficulties, and 2) the
referral of those that are identified to reemployment services., SESAs
are encouraged to provide camrents an the profiling system and the
operational procedures that will be necessary for profiling
implementation.

2. References.

a. UI Occasional Paper 89-3, New Jersey Unenployment Insurance
Reemployment Demonstration Project, 1989.

b. UI Occasional Paper 90-3 . A_Study of Unemployment Insurance
Recipients and Bxhaustees: Findings from a National Survey, 1950.

c. UI Occasional Paper 91-1, The New Jersey Unemployment Insurance
tion ject Foll , 1991,

.-d. Kirsch, Irwin and Ann Jungeblut. Profiling the Literacy
Proficiencies of JTPA and ES/UI Populations., Report to Department of
Labar, 1992.

e. Ross, Mrray and Ralph Smith. Displaced Workers: Trends in the

1980s and Implications for the Future. Congressional Budget Office,
1993

f. Swaim, Paul and Michael Podgursky. "Do More-Bducated Workers Fare
Better Following Job Displacement?" Monthly Iabor Review, Aug. 1989.

RESCISSIONS ' EXPIRATION DATE
None September 30, 1994
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3. Background. Since the mid-1970s, major structural changes have
been taking place in the American econamy. Advances in technology,
international campetition, plant closings and corparate streamlining
have resulted in the dislocation of thousands of workers from their
Jobs. These individuals have little ar no hope of ever returning to
their farmer occupations. Between one and two million dislocated
workers are served by the UI program each year; however, a growing
mumber are exhausting their UI benefits before they are able to re-
enter the wark farce. Same of these claimants possess skills that
are no longer in demand; others are suffering from a lack of job
search skills. As a result, dislocated workers are experiencing
extreme difficulties in their searches for new employment. Clearly
these individuals need more than the traditional assistance that they
receive under the amrent UL program. '

Research sponsared by the Department of Labor and conducted in the
State of New Jersey conclusively demonstrated that, based on UI
claims information, newly dislocated warkers could be profiled and
referred to reenployment services by their fifth week of =
unemployment. The term "profiling" is based on the premise that a
set of characteristics—a profile—can be developed to identify, at
an early stage of their unemployment spell, UI claimants vho are
likely to be permanently displaced fram their previous jobs. In the
New Jersey study, identified claimants were referred to and provided
with a range of reemployment services. Subsequent to referral and
assistance, a significant mmber of claimants retinmed to work
earlier than those claimants who did not receive reemployment
services. ‘

The New Jersey study proved that the profiling approach of early
identification and referral based on a set of claimant
characteristics works. Likewise, academic studies on the long-term
unemployed have documented strong relationships between reemployment
difficulty and individual characteristics such as schooling and job
temmre. The Department of Labor has analyzed these study results, as
well as the individual characteristics that were found to be
successful in profiling new UI claimants. Building on the knowledge
gained through statistical analyses of these studies, the Department
has developed a camprehensive profiling system for nationwide
implementation. The profiling system embraces the concept that, )
through a Federal/State partnership with States assuming operational
leadership roles, those claimants that run the risk of being
unenmployed far prolonged periods and exhausting their UI benefits can
be identified early in their unemployment experience. Once .
identification is made, the claimants can be referred to effective,
much-needed reemployment assistance to help them get back into the
wark farce. ’ ' * o
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4. The Profiling System. The critical need for a camprehensive
early identification system to help the stxructurally unemployed
received both Presidential and congressional attention; on March 4,
1993, the Worker Profiling Initiative was signed into law as Section
4 of the Emergency Unemployment Conpensation (EUC) Amendments of
1993. The goal of the initiative is twofold:

(1) establish an efficient, unifam UI profiling system that .
will identify those workers on permanent layoff who may have
difficulty finding new employment, and

(2) refer identified workers to reemployment services by no
later than their fifth week of unemployment.

The profiling system that was developed by the Department is in
accordance with the goals of the legislation, and involves three key
elements: a) a profiling model that uses a set of specific data
elements that identify new UI claimants who are likely to exhaust
their UI benefits and experience reemployment difficulty; b) a
procedure for selecting claimants who meet the profile and referring
them to reemployment services; and c) a feedback mechanism to provide
information on referred claimants (see figure 1).

The Profiling System

Re-employment
Services
Provided

Characteristics
are used to identily SELECI'ION & REFERRAL

l potential loag-term  ENERIEIIE
soemployed workers

Unemployment

Feedback
Mechanism

N RIS L T A e AT e e TR e B R R e T e

Figure 1
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. -a. The Profiling Model. As part of profiling system development,
the Department has campleted work on the £iling model to
be used in the system. The model is simple and straightfarward in
that it uses seven data elements or characteristics that have been
tested and selected far their predictive power in determining the
probability of an individual experiencing prolanged unemployment.
The seven data elements are:

(1) whether the claimant is on recall;

(2) whether the claimant has a union hiring hall agreement;
(3) employment changes in the claimant's pre-UI industry;
(4) employment changes in the claimant's pre-UI occupation;
(5) the claimant's years of schooling; ' ‘
(6) the claimant's job temmre; and

(7) the State total unemployment rate.

Three of the seven elements are the same ones that proved to be the
most important and effective tools in the previcusly mentioned
studies on dislocated workers; the remaining four were selected
because they were statistically proven to be strong predictors of
long-term unemployment, thus enhancing the efficiency of the
profiling model.

The model should be thought of as the foundation for the profiling

' , a framework that can be custamized and adjusted by each State
to suit its operating envirament. It is sensitive not only to State
ecancmic enviromments but to growing and declining industries in the
State as well. Moreover, the model differs from other approaches to
profiling that currently may exist in the States in that it provides
a uniform, systematic approach to identifying potentially long-term
unemployed UI claimants; this uniform approach is fueled by the
strength of the seven predictors that are cambined to provide a
camprehensive lock at the impartant characteristics of the UI
claimant.

b. Claimant Selection and Referral. It is envisioned that
selection of claimants will be accamplished by applying the model to
new UI claimants through automated processes. States would collect
and maintain the data elements required to implement the profiling
model. An autcmated process would then use this data to estimate the
probability of reemployment difficulty far each claimant and compare
the results to a State-determined threshold. Those claimants above
the threshold would then be referred to reemployment services.
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Various alternatives are possible for acocamplishing the selection amd
referral process. The Department will work with the States and
suppart their profiling effarts and implementation of the system.

c. The Feedback Mechanism. The feedback mechanism is a means for
providing the UI program with information on the current status of
those claimants who were identified and referred to reemployment
shicrvicw. Benefits associated with having a feedback mechanism

1ude:

* providing State UI staff with information on the claimant's
status (whether the claimant is able and available for work ar

whether the claimant is in an approved training program, for
exanple) ;

* tracking the type of reemployment service that was provided to
the claimant; and

* determining whether or not the reemployment assistance that was
given resulted in the claimant becoming employed.

5. The Federal/State Partnership. While the Department will develop
the general quidelines for the profiling system and the model that
would be the foundation for implementing the system, it is the States
that would take the lead in actual system implementation, customizing
the system to accoaunt far unique State needs and deciding how to
implement it in such a way that would benefit both the State and its
dislocated workers. The States are in the best position to provide
the greatest help to the structirally unemployed; with the sturdy
framewark of a strong profiling system to assist them, the States can
positively address structiral unemployment.

The Department sees its role as providing technical assistance,
advice and autamation support to the States in the customization of
their profiling systems. Additionally, the Department will provide
materials which will offer guidance on such technical issues as how
the system can be custamized and installation options.

6. Profiling System Implementation: The Timeframe. The Department
has sought resources in the Fiscal Year 1994 appropriations to fund
the development of the profiling system in the States and to assist
with augmenting State autamated systems for profiling implementation.
The strategy that has been develcoped by the Department is to
initially implement the system in three prototype States. A
solicitation for these three States will be issued at the end of
October 1993; the process of State installation, custamization and
implementation for the prototype States would begin in March 1994.
The profiling system will be offered to a "first wave" of seventeen
to twenty-five States in the first quarter of calendar year 1994
based on a separate solicitation; fiscal year 1994 funding will be
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sufficient to fund the first wave of States. Additional funds will
be sought to support the remaining States in their implementation of
the profiling system. "Second wave" solicitation will be offered
during the fourth quarter of calendar year 1994.

7. Availability of Additional Information. A paper which describes
in more detail the profiling system and the operational design of
that system will be provided to the States at the end of October
1993. This paper will take into account camments received from the
States in response to this directive. The paper will offer a more
ive discussion of the profiling model, the selection and
referral of UI claimants, data samrces and collection as it pertains
to selection and referral, and the nature of technical support that
is to be made available to the States by the Department. SESAs will

have an opportunity to provide caments on this paper.

8. Action Requested. SESAs are encouraged to provide camments on
the profiling system and the procedures that would be needed to
implement the system. Comments should be sent by October 1st to the
National Office, Attention: Ingrid Evans, TEURA. SESAs may also fax
camments to the National Office's Unemployment Insurance Service,
Attention: Ingrid Evans; the fax mmber is 202-219-8506.

9. Inquiries. Direct questions to the appropriate Regional office.

(Oqi)ies of referenced materials may be requested through the Regional
Office.)
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U. S. Department of Labor
Employment and Training Administration
Washington, D.C. 20210

CQLASSIFICATION

Profiling Dislocated
Workers/
Reemployment
Services,

No. 1-94

CORRESPONDENCE SYMBOL
TEUMC

| DATE
March 22, 1994

pmecrve . FIELD MEMORANDUM NO. 35-94

fo . ALL REGIONAL ADMINISTRATORS

FRON : FARME
Administrator

‘for Regional Management

SURJECT : Implementation of a System of Profiling
Unemployment Insurance (UI) Claimants and
Providing Them with Reemployment Services

1. Purpose. To advise Regional Offices (ROs) of the
availability of Fiscal Year (FY) 1994 funds to assist selected
State Employment and Training agencies in implementing a UI
claimant profiling and reemployment services system; to
provide procedures and guidance for States to use when
submitting proposals to implement this system; and to issue
guidelines for ROs to follow in reviewing State proposals.

2. References.

a. Unemployment Insurance Program Letter (UIPL) No.
45-93, Profiling of Unemployment Insurance (UI)

Claimants.

b. UIPL No. 13-94, The Unemployment Compensation
Anendments of 1993 (Public Law 103-152) - Provisions
Affecting the Federal-State Unemployment

RESCISSIONS

None

EXPIRATION DATE

March 31, 1995
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Compensation Program.

c. UIS Information Bulletin No. 4-94, Profiling
Model Paper -

d. Training and Employment Information Notice (TEIN)
No. 27-93, Draft Planning Guidance for Job Training
Partnership Act Title III State Plans for Program
Years (PYs) 1994/1995.

e. Department of Labor (DOL) Consultation Paper; The
Workforce Security Act of 1994, January 19, 1994.

f. UIPL No. 2-94, Unemployment Insurance (UI)
Techneology Center.

g. H.R. 4040, The Reemployment Act of 1994.

h. FM 29-94, Preliminary Planning Estimates for
Program Year (PY) 1994 Basic Labor Exchange
Activities.

i. The New Jersey Unemployment Insurance
Reemployment Demonstration Project: Final Evaluation
Report. Unemployment Insurance Occasional Paper 89-
3, April 1989.

3. Background. Implementation of UI claimant profiling is an
important first step in the Department of Labor’s (DOL)
development of a comprehensive workforce strategy. This new
strategy will modify the current unemployment compensation
system to deal with an emerging customer base -- the A ,
dislocated worker. Profiling will become a primary way that
dislocated workers enter reemployment services; it will join
the other two methods of entering these services -- rapid
response teams and self-referral.

Through profiling, the UI system will be made more responsive
to the reemployment needs of dislocated workers. The
profiling concept encompasses two fundamental principles:

a. The early identification of UI claimants who are
"dislocated workers" -- i.e., individuals who:
e are permanently laid off and are unlikely to
return to their previous industry or occupation;
e are likely to exhaust their regular UI
benefits; and
e will need reemployment assistance in order to
make a successful transition to new employment.

b. The timely referral of those claimants who are
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identified as dislocated workers to reemployment

services. This early provision of services is
designed to shorten claimant unemployment spells and to speed
up the return to productive, stable employment. Previous
studies conducted by DOL and the States have shown that the
combination of early dislocated worker identification and
referral to reemployment services such as job search
assistance have positive impacts on an individuals’ ability to
return to work more quickly and to have more stable
employment.

UI claimant profiling will establish a dynamic link between
unemployment insurance and reemployment services systems. As
such, the development and implementation of a profiling
mechanism should be thought of as the first critical step in
the establishment of a customer-focused "profiling and
reemployment services system." The successful implementation
and operation of this system will require the cooperative
efforts of all agencies and organizations responsible for
administering the unemployment compensation, employment
service, dislocated worker and labor market information
programs, as well as other reemployment service initiatives
programs such as one-stop career centers that will be
developed as a result of the Department’s workforce strategy.

Public Law (PL) 103-152 requires that State agencies establish
and utilize a system of profiling all new claimants for
regular unemployment compensation that:

(1) identifies which claimants will be likely to
exhaust regular compensation and will need job
search assistance services to make a successful
transition to new employment;

(2) refers identified claimants to reemploymgnt
services, such as job search assistance services,
available under any State or Federal law;

(3) collects follow-up information relating to the
services received by such claimants and the
employment outcomes for such claimants; and

(4) meets such other requirements as the Secretary
of Labor determines are appropriate.

The law also states that such profiled claimants who are
referred to reemployment services must participate in these
services as a condition of eligibility for regular
compensation, unless the State agency responsible for
administering the UI program determines that the claimant has
completed such services or that there is justifiable cause for
the claimant’s failure to participate in such services. a
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separate UIPL will be issued with additional instructions to
States concerning eligibility issues and claimant exemptions
from participation in reemployment services. Moreover, DOL
must report to Congress on the effectiveness of State
profiling systems within three years of the date of enactment
of PL 103-152 (P.L. 103-152 became law on November 24, 1993).

While the profiling and reemployment assistance system is
expected to be an important means of helping dislocated UI
claimants return to work, some UI claimants will need more
than basic reemployment services, such as job search
asgsistance. (Reemployment services under P.L. 103-152 do not
include education and skill or occupational training.) It is
important to assure that some dislocated workers can,
subsequent to receiving reemployment services, receive more
intensive services, such as training and education which are
available through the EDWAA program. As a result, the EDWAA

-~ which may also provide job search assistance in
some States -~

will be necessary. (It should be noted'that under thet
proposed Reemployment Act of 1994, eligibility for services
under Title I can also be determined by worker profiling.)

4. ' i . The prlmary
objective of the profiling and reemployment services system is
to effzczently identify and match dislocated UI claimants with
- needed services by coordinating and balancing the flow of
referrals with available reemployment service resources. This
matching is done early in the UI claimant’s unemployment spell
to foster a rapid return to productive employment in a manner
that is cost-effective to society. :

The basic components of the profiling and reemployment
services system are outlined as follows:

a. Identification: Properly identify those UI
claimants who are likely to be dislocated workers.

- Essentially, there are two identification methods
that can be developed by the States: one using a
statistical model, or one that uses non-statistical,
claimant characteristic screens (discussions of both
approaches begin on page 13). .

b. Selection and Roforral: Select and refer those UI
claimants who are identified as dislocated workers
to appropriate reemployment service providers by no
later than the end of the fifth week from each
identified claimant’s unemployment insurance initial
claim date. v
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C. Reemployment Services: Provide claimants referred
to service providers with appropriate reemployment
services, such as job search assistance. To
accomplish this effectively, there will need to be a
coordination of efforts between the unemployment
insurance system and the reemployment services
providers to ensure that dislocated UI claimants are
referred to available reemployment services based on
their need for such services.

d. Peedback: Establish an information system between
the service providers and UI that will provide
information on services provided to referred
claimants, referred claimant participation, and
employment outcomes. This information will be
necessary for determining continuing UI claimant
eligibility, and for evaluating the effectiveness
(i.e., outcomes) of profiling and reemployment
services systems.

Coordination of efforts between the UI system and
all service providers will be necessary to
accomplish the collection, transmission and receipt
of information. The generic flow of the profiling
and reemployment services system is detailed in
Attachment E, "Worker Profiling and Reemployment
Services Initiative - Basic Operational Concepts."
(This attachment reflects the joint input of the
ETA’s UI, ES, EDWAA, and One Stop organizations).

5. Key Data Elements Associated with UI Benefit Exhaustion.

Over the last twenty years, many studies and analyses have
been conducted concerning worker dislocation, UI claimants’
benefit exhaustion, long-term unemployment (unemployment of
twenty-six weeks or more), and related topics. Results from
-the studies clearly showed that certain worker
characteristics, previous work experience, and prevailing
economic conditions are closely associated with long-term
unemployment. In the Department’s examination of dislocation
factors, the worker and economic characteristics or "data
elements" that follow were also found to be significantly
associated with long-term unemployment. In general, the data
elements listed below are considered important for accurate
and efficient profiling (regardless of the profiling
methodology used); therefore, DOL recommends that States
collect and incorporate as many of these data elements as they
can into their worker profiling and reemployment services
systems. . : ‘

(a) Recall Status: This data element serves to identify
those claimants who are permanently separated from their jobs,
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declining industries within State or sub-State areas.

(f) Previous Occupation: Those workers whose former
occupation was in low demand experience greater dislocation
and greater reemployment difficulty than workers that were in
high-demand occupations. = It should be noted that, in DOL’s
analysis of profiling data elements using national data,
occupation was not quite as strong a predictor as the other
elements described above and therefore may not be essential
for use in State profiling and reemployment services systens.
However, use of occupational data will enable States to more
effectively identify those UI claimants most in need of
reemployment services. Obtaining data concerning a claimant’s
former occupation could occur at the time of initial claim
filing or via work registration, and then be matched with
labor market information regarding expanding and contracting
occupations in the State.

(g) Total Unemployment Rate: In sub-state areas with high
unemployment, unemployed workers will have greater difficulty
becoming reemployed than those workers in areas with low
unemployment, all other conditions being equal. States which
are able to utilize unemployment data for sub-State regions or
areas may be able to enhance the accuracy of their profiling
model.

In most States, information about the characteristics of
individual claimants that are associated with unemployment
benefit exhaustion will require that the data be collected
during the initial claims process. In other States, some of
the necessary data may be accessible from other sources and
will not be collected at the point of initial claims filing.
Education level, for example, is a data element that can only
be collected from individual claimants.

Data elements that are likely to be collected through the
initial claims process include the claimant’s recall status,
union hiring hall agreement, education level, years of tenure
on the pre-Ul job, and the industry and occupation codes for
their pre-Ul job. 1In some States, one or more of these
profiling data elements may be gathered through the work
registration process and be readily available from the
Employment Service (e.g., occupation code); thus they would
not need to be collected from the claimant at the initial
claim filing point. L4

State Labor Market Information (LMI) systems are likely to be
another very important source of the data needed for accurate
identification of likely exhaustees. LIMI data elements which
may be needed for profiling and reemployment services systems
include data on employment change by industry (to determine
declining industries), employment data by occupation (to
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determine declining occupations), and sub-state unemployment
rates (a proxy for local economic conditions). In order to
use these data elements in their profiling systems, States
will need to establish linkages between their UI and State LMI
programs. (DOL is exploring the possibility of developing
automated methods for gathering LMI data for periodic
distribution to State profiling systems).

Prohibited Data Elements, There are certain characteristics
that are prohibited by DOL for use in profiling systems.
These are: (1) age; (2) race or ethnic group; (3) sex; (4)
color; (5) National origin; (6) disability; (7) religion; (8)
political affiliation; and (9) citizenship.

”}‘:_ T .

6. il . A critical component of a
proflllng and reemployment services system is a method to
ensure the accurate and cost-effective identification of those
UI claimants who are most at risk of exhausting unemployment
benefits and needing reemployment services. The data elements
used in the profiling process can be combined through two
alternative methods (or a combination of these methods). The
first method is the use of a statistical model; the second is
the use of characteristic screens.

a. Profiling Using A Statistical Model. The use of a
statistical model involves a process that considers all
profiling data elements in combination simultaneously. 1In
this method, each data element receives a specific weight--
known as a “"coefficient." These elements are then combined in
an equation that generates a unique "probability of UI
exhaustion" for each claimant--a weighted average of all the
claimant’s characteristics combined. Those workers whose
estimated probability scores are the highest are likely to
have the greatest likelihood of Ul exhaustion and therefore
the greater need for reemployment services, while those whose
scores are the lowest are the least likely to need such
assistance. Workers can then be referred to reemployment
services, starting with those most in need of assistance, and
working down the list until available resources are exhausted.
DOL has developed and tested a statistical model which, based
on data from a national dislocated worker survey, identified
those UI claimants who were most at risk of dislocation (see
UIS Information Bulletin 4-94). The DOL profiling model uses
statistical processes to determine a claimant’s "probability
of benefit exhaustion" based upon a combination of seven key
factors associated with worker dislocation.
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Two lessons learned in development and testing of the
Department’s model were that a statistical model is generally
a more accurate predictor of dislocation than characteristic
screens, and that data collection is made more efficient as
well. A statistical model utilizes those variables proven to
have a significant influence on an individual’s chances of
exhausting benefits in combination to look at many facets of a
UI claimant’s labor market prospects. As a result, this
approach maximizes the chances of correct selections of
claimants for referral to reemployment services (that ir,
correct selections of claimants who would have actually
exhausted unemployment benefits).

Use of a statistical model also results in claimants being
ranked by likelihood of benefit exhaustion. This permits
efficient matching of UI claimants in need of reemployment
services with availability of services. It is important to
note that the use of a statistical model by any given State
would require at least one year of historical data for each
variable used in order to establish the relative importance of
each factor. (A statistical model could be phased in, adding
variables as data becomes available).

b. Profiling Using Characteristic Bcreens. Some States will
be able to implement a profiling and reemployment services
system using a statistical model, while others will not have
the historical data available to develop a statistical model
and will have to use characteristic screens. With
characteristic screens, each profiling data element is used as
a decision variable--yes or no, in or out--to screen claimants
either into or out of the target group of likely benefit
exhaustees. All claimants who are selected by this procedure
are considered likely to exhaust their unemployment benefits;
however, an individual’s specific probability of benefit
exhaustion is not determined using this approach. In other
words, all claimants identified as likely exhaustees using
this approach are considered to be equally in need of
services. ,

Characteristic screens have been used successfully by States
‘to profile UI claimants for referral to reemployment services.
For example, a set of characteristic screens proved effective
in identifying dislocated UI claimants in the New Jersey UI
Reemployment Demonstration Project.

An example of a characteristic screen would be a claimant’s
recall status: anyone who did not have a definite recall date
would be included in the profiling process, while those that
had a recall date would be screened out of the process (see
discussion of recall status on page 8, "Key Data Elements
Associated with UI Benefit Exhaustion").
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By applying multiple characteristic screens in some sequential
order to the UI claimant population, a group of claimants who
need reemployment services can be identified. That is, a set
of screens can be applied, one at a time, until an appropriate
group of claimants is identified. Those claimants selected
through this profiling process would be individuals who met
all of the various screening criteria. If a State decides to
use a characteristic screen approach, it must use at least one
data element related to permanent separation (e.g., recall
status) and at least one data element associated with the
likelihood of long-term unemployment (e.g., job tenure,
occupation, industry, education, and State total unemployment
rate).

The Department advocates the use of a statistical model
utilizing State-specific data for profiling UI claimants
because of the advantages of a statistical model compared to
those of characteristic screens. Especially important is that
the use of a statistical model can assist States in matching
the flow of dislocated UI claimants to available reemployment
services. Although some States may not be able to implement a
statistical model, all States should explore the feasibility
of implementing a statistical model. DOL recommends that
States establish the use of a statistical model as a goal in
implementing their worker profiling and reemployment services
systens. '

States have the following alternatives in developing a UI
claimant profiling system:

(1) develop their own statistical model;

(2) use the DOL-developed model with variations based on
State-specific data and experience; or

(3) use characteristic screens. ;
7. Profiling and Reemployment Services Implementation Plan.

DOL plans to use a phased approach in the nationwide
implementation of the profiling initiative in order to
maximize the effectiveness of available funds and to allocate
technical assistance resources equitably. The phased approach
will involve three stages of implementation: profiling and
reemployment services systems will first be developed in three
prototype states, then in a "first wave" of states and finally
in "second wave" states. S

(1) Prototype: Three States will be selected from among

those submitting proposals to become prototype States.
The three prototype States will be funded in FY 1994 with
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plans developed tor implementation by October 1, 1994.

-(2) Eizg;_uggg An additional 17-25 States will be
selected from among all States submitting inplenentstion
proposals. First Wave States will be funded in late FY
1994. , ,

) Second Wave: The renaining States will be funded in
early FY 1995.

States interested in being prototypes should submit profiling
and reemployment services implementation proposals as
-specified in this FM to their RO by May 6, 1994. In addition
to FY 1994 funding, prototype States will be offered technioal
assistance in the following areas:

(1) profiling system design and development;
(2) ADP systems design;

(3) the internal processes needed to establish profiling
operations; and :

(4) design and development of effective reemployment
assistance for JI claimants referred to reemployment
services through profiling.

States not submitting Prototype State proposals are requzred
to submit profiling implementation proposals to their
respective RO by June 20, 1994 for first or second wave
implementation. From among these State proposals, and based
upon the evaluation factors specified in section 13, "National
Office Proposal Review Procedures", DOL will select the first
wave States. First wave States will also receive technical
assistance in the same areas as the prototype States. .
States should indicate their preference to be a first wave or
a second wave state. DOL anticipates that second wave States
will also receive funding and technical assistance.

8. Prototype States

The main purpose of first implementing three prototype states
is to learn how to best establish profiling mechanisms in
different State operational environments. To understand the
process of profiling and reemployment service system :
implementation, information will be gathered and analyzed
about the implementation process of these States. The lessons
learned will be shared with all States to provide guidance
about best practices.

The prototype States will also be used to gather data for the
evaluation of the profiling/reemployment services system that
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is due to the Congress in November 1996. -The prototype States
will play a major role in this evaluation because long
timeframes needed to implement both the profiling mechanism
and the reemployment services limit the use of information
from the other States about the performance of reemployment
services. As a result, the prototype State data will provide
valuable information about both the profiling mechanism itself
and the provision of reemployment services for the DOL
evaluation.

Finally, data gathered on the provision of reemployment
services to profiled workers in the prototype States will be
used to analyze the outcomes of this system and service levels
provided and to use this data to understand what goals the
system can be expected to achieve.

Prototype States will be selected on the basis of:

a) their interest in and ability to establish a quality
system of profiling and reemployment services;

b) the speed with which they can implement this systen;

c) their willingness to collect data and share
information with the other states; and

d) their willingness to commit their own resources to
providing reemployment services in PY 1994. (See section
10.b. on funding of reemployment services.)

In addition, the criteria in section 13 will also be used for
the prototype States, as well as all other States.

9. Technical Assistance

To support the Secretary’s initiatives and to address State
automation resource constraints, DOL has announced plans for
the development of an Information Technology Center (ITC).
One of the goals of the ITC is to provide data processing
technical assistance to States in the development and .
implementation of profiling and reemployment services systems.
Technical assistance will also be available from the DOL
national office and regional offices -- from the various
employment and training components.

States that anticipate a need for technical assistance in
designing, developing and implementing profiling and
reemployment services systems must include a discussion of
their needs in their proposals. To assist ETA to meet States’
requirements in this area for providing technical assistance,
States must indicate in their proposals’ implementation
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schedules the stage at which they foresee a need for technical
assistance and the type of assistance needed beyond that
available from their own resources. .

10. L v . U, ’ : :’» :

a. Profiling. The UI system will provide funding support to
the profiling effort: both to initial implementation and for
on-going administrative support. For both initial :
implementation and on-going operations UI funds can be used
to pay for the basic profiling mechanism (identification,
selection, referral, and the Ul portion of feedback) as well
as continuing eligibility activities in the orientation -
_portion of reemployment services--if not completed during
profiling--but not for other reemployment services.

(1) Initial Implementation Funding: Profiling funds
provided by DOL in FY 1994 and anticipated for FY 1995
are intended to finance one-time outlays necessary to
“implement the State’s profiling portion of the profiling
and reemployment services system. (The Department has $9
-million available in FY 1994, and the President has
requested $9 million more in FY 1995.) Examples of
implementation costs which can be covered include:

(a) activities associated with system development
for the collection of the data elements described in
section 5, "Key Data Elements Associated with UI
Benefits Exhaustion"” and data entry of these
elements;

(b) additional staff time to design new forms or . -
redesign existing forms and associated costs to A
reprint the forms, distribute them and train staff
in their use; IR - N

(c)vreprogramming ccéts of UI databases;

- (d) staff or contractorsadpport'tq,design and
implement profiling procedures, and;

~ ~(e) ADP hardware acquisitions, such as additiopal
- storage devices, directly associated with profiling.
The FY 1994 UI profiling funds currently available may
not be used for the development or modification of
reemployment services. . _ : : :

The FY 1994 funds will be provided to the three prototype
States and the first wave States. The amount of funding
provided will depend upon costs identified 'in the State’s
proposal, the State’s level of automation, complexity of
implementation, and estimated number of UI claimants to
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be profiled. DOL estimates that about $400,000 will be
available to each prototype and first wave State. Funds
to support implementation costs for the remaining States
(the “"second wave") are included in the President’s FY
1995 budget request.

(2) UI ongoing Administrative Funding: Annual UI
administrative grants will be available for profiling
administrative costs, consisting of those associated with
the basic profiling mechanism (identification, selection,
referral and the UI portion of profiling feedback);
provision of continuing eligibility information during
the initial profiling and, if applicable, during the
provision of reemployment services; and postage and/or
telecommunications directly attributable to profiling
operations.

b. Reemployment Services. State profiling and reemployment
services systems that are implemented in accordance with PL
103-152 are not intended to substitute for services such as
those currently provided by the Employment Service (ES) and
the Economic Dislocation and Worker Adjustment Assistance
(EDWAA) programs in the States, including those offered to any
claimant in need of services and/or reguesting services;
rather, the profiling and reemployment services system may
complement existing services within the State.

Governor’s Role: SBtate-wide S8trategy. A comprehensive State-
wide strategy coordinated by the Governor shall be developed
for delivery of quality reemployment services to appropriately
referred UI claimants. In developing a coordinated approach,
employment and training providers--that is, ES, EDWAA and,
where applicable, One Stop--must determine methods of
administration to ensure the consistent delivery of services
to UI claimants. In order to facilitate this coordination,
the Governor may wish to utilize the State Job Training
Coordinating Council or State Human Resource Investment
Council, as applicable, to assist in the planning process.

Basic Punding Arrangement. Funding for reemployment services
for referred UI claimants is to be provided initially from the
State and substate Economic Dislocated Worker Adjustment
Assistance (EDWAA) and Wagner-Peyser (ES) grant programs for
all States in FY 1995 and beyond. Other State sources of
funding may be used as well. Additional flexibility in the
use of reemployment services funding is also provided in Title
I of the Reemployment Act of 1994 (HR 4040).

PY 1994 Punding for Prototype Btates. In addition, only
during Program Year (PY) 1994 and only for the prototype
States -- which are expected to have operational profiling
systems by October 1994 -- supplemental funding for
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reemployment services will be available from the EDWAA
National Reserve account, to the extent that formula funds are
insufficient to serve the estimated number of UI claimants and
to the extent that these EDWAA funds are available.

The exact amount of requested supplementation to provide
reemployment services in PY 1994 in the prototype States
should be detailed in State proposals. In the proposals,
States will need to:

1) identify the total funding that is estimated to be
needed in order to provide reemployment services to a
stated proportion of profiled UI claimants;

2) outline how much formula funds will be made avajlable
from State ES and EDWAA funds; and

3) determine what additional supplemental funds are
estimated to be needed to provide these services.

PY 1994 supplemental funds for the prototype states for
reemployment services may be used to augment existing funds to
deal with: the increased flow of UI claimants into ,
reemployment services; the increased types of reemployment .
services, and; the increased quantity and enhanced quality of
reemployment services.

Other Conditions. Reemployment services to referred UI
claimants should be based on a "Service Plan" developed for
each referred Ul claimant. Available services are to include
those services outlined in Attachment E, "Worker Profiling and
Reemployment Services Initiative - Basic Operational
Concepts".

Funds provided for implementation of the UI claimant profiling
and reemployment services system are for the express purpose
presented in the State’s proposal as approved, including any
clarifications submitted or stipulations made by DOL. |

States submitting acceptable proposals as Prototype States
which are not funded will receive priority consideration;for
funding as First Wave States.

Cooperative agreements will be signed among NO staff, RO grant
officers, and each State; they will be used to provide
implementation funding to States submitting acceptable
proposals. The terms and conditions of funding will be
included in each cooperative agreement.

11. Proposal Format and Instructions. Proposals from all

States shall be submitted through ROs in accordance with the
proposal outline and instructions contained in Attachment a.
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States shall submit a paginated comprehensive profiling and
reemployment services system proposal (original and four
unbound copies)'. For States submitting prototype proposals,
priority consideration will be given to those States whose UI
laws contain appropriate provisions regarding continuing
eligibility, or that can provide assurance that their State
laws allow them to mandate participation in reemployment
services as set forth in PL 103-152.

Since profiling and reemployment services systems will involve
the integration and coordination of Ul, ES, EDWAA service
delivery systems and, where applicable, One Stop Career
Centers functions, the proposal must be signed by the State
official responsible for all of these programs or be jointly
signed by the officials responsible for each of these programs
where more than one agency/official is involved.

12. Regional Office Review Procedures. Recognizing that the
successful implementation of profiling and reemployment
services requires multi-program cooperation and coordination,
appropriate RO program staff shall review proposals using the
procedures contained in this issuance. ROs should use the
format provided in (Attachment B) of the Regional Office
Attachment to State Proposal.

ROs must make substantive comments on the proposals,
especially the overall quality and feasibility of the State’s
proposed profiling system operational design, the ability of
the State to implement the system within the established
implementation date, and an assessment of the State’s
reemployment services plan. ROs shall also provide comments
about the extent to which the State proposal represents a
coordinated and integrated plan among State UI, ES and EDWAA
organizations.

Focus should be placed on the selection criteria that the
National Office will use to evaluate proposals. If necessary,
ROs should work with the States prior to submittal of
proposals to the NO to clarify or correct problems with
proposal formats to ensure technical sufficiency,
completeness, and timeliness. .

! SESAs are requested to also submit their proposals on a
computer diskette in WordPerfect 5.1 in the DOS environment. ASCII
and Microsoft Word are also acceptable formats. Guidelines to be
used when submitting proposals in WordPerfect are: (1) use the
table feature instead of columns; (2) tie any graphics to
character, rather than paragraphs; and (3) use the WordPerfect
table of contents feature to build the proposal’s table of
contents.
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Background and Status of State Prior Profiling Related
Projects. The RO should provide input to the extent possible
on prior or current profilingnprojccts engaged in by the
State, or related projects, including the success and the
status of related projects completed or on-going.

13. National Office Propogal Review Procedures. Proposals
received timely by DOL will be evaluated by a panel composed
of NO staff from ETA component organizations and at least one
RO representative. Tne panel will recommend for funding only
well-documented and justified projects. Selection criteria
used by the NO panel will be as follows:

(1) Overall quality of the State’s proposed profiling and
reemployment services system operational design and the
State’s ability to implement the system within the
"established implementation dates.

(2) Technical approach to the profiling components of
identification, selection and referral, and feedback.

(3) A comprehensive State-wide strategy for delivery of
quality reemployment services to referred UI claimants,
including types and quantity of services.

(4) Proposed linkages and structures within the State
that demonstrate an integrated and comprehensive approach
to profiling, the provision of reemployment services and
feedback, and the integraticn c¢f new reemployment
concepts, such as One Stcp Career Centers, into the
overall State proposal. '

(5)‘Documented cost estimates for implementing profilihg,

Any need for additional clarification of a State proposal will
be coordinated by the NO through the ROs. Upon completion of
the proposal review, the panel will make its funding :
recommendations; once funding has been announced, the ROs will
notify the States and confirm utilization of the funds as .
proposed or modified, and cooperative agreements will be -
signed. ROs should report any potential problems pertaining
to the obligation or use of profiling funds to the NO as soon
as possible so that timely adjustments can be made.

14. a;;igg_kgggi;gg. Regional Administrators are téquested
to:

a. Advise the Governors of their roles in planning and
coordinating the delivery of reemployment services to
referred UI claimants.

b. Provide the information contained in this FM and
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attachments to all State employment and training
components (SESAs, JTPA, and EDWAA) for appropriate
action. Especially important is the need for all States
to understand the requirement to develop and submit a
profiling implementation proposal that meets the
provisions of PL 103-152 and which represents an
integrated and coordinated effort among the State
agencies responsible for unemployment insurance,

- employment service and dislocated worker programs.

c. Inform States that additional guidance relating to
profiling operations will be forthcoming. This
additional information will include policies concerning
reporting requirements, adjudication of issues, potential
exemption from participation in reemployment services and
appeals.

d. Establish a Regional team of appropriate program
representatives to review each proposal and prepare
collaborated Regional Office comments. Establish
procedures to ensure due dates are met. State proposals
should be received by the RO in sufficient time to allow
for RO review and preparation of RO comments.

e. As soon as possible after States are informed of the
information in this FM, ascertain which States plan to
submit prototype proposals and inform the NO.

f. Transmit the original and three unbound copies of each
proposal, with comments and a recommendation for each
proposal, and all pertinent information to the NO, ATTN:
TEUMC. Prototype State proposals must be postmarked to
the NO not later than May 13, 1994 ALL OTHER proposals
must be postmarked to the NO not later than July 8, 1994.

g. Coordinate with the NO in concludlng cooperatlve
agreements with each State that is selected for
implementation funding.

h. Monitor State implementation of UI claimant profiling
and reemployment services systems, provide technical
assistance; and provide quarterly reports to the NO
(ATTN: TEUMC) on States’ progress in implementing
profiling.

Guidance for Regional monitoring and technical assistance
responsibilities will be forthcoming. It is anticipated that
the National Office and the Regional Offices will work
together to develop Regional monitoring guidelines.

Inquiries. Direct Ul-related questions to Ingrid Evans

at 202-219- 5922 and Wayne Zajac 202-219-5616; questions
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related to ES/One Stop Career Centers should be directed to
David Balducchi at 202-219-5257; and questions related to

EDWAA/dislocated workers programs to Brian Deaton at 202-219-
5306.
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16. Attachments.
Attachment A - PROFILING PROPOSAL OUTLINE

Attachment B - REGIONAL OFFICE ATTACHMENT TO STATE PROPOSAL

Attachment C - DEFINITIONS

Attachment D

BUDGET AND COSTS/SOURCES OF FUNDS

WORKER PROFILING AND REEMPLOYMENT SERVICES
INITIATIVE - BASIC OPERATIONAL

Attachment E

CONCEPTS
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Attachment A
To FM No. 35-94

PROFILING PROPOSAL OUTLINE

1. Proposal Title.

2. Type of Proposal. Identify whether the proposal is a
prototype; if not a prototype proposal, a preference for being
a first wave State or second wave State should be indicated.

3. Total Dollars Requested. Implementation Costs (up to
$400,000 for each prototype and first wave States is
available).

4. Executive Summarvy. Include an Executive Summary which
describes the proposal and provides an overall concise view of
the State’s profiling proposal. It should include sufficient
descriptive information to demonstrate how the essential
concepts of the profiling and reemployment services system
will become operational in the State.

B. Goals jectives n dules. Describe the goals and
objectives of the project. The description should include how
the identification and referral of claimants will be
accomplished by not later than the end of the fifth week
following the week during which the UI claim is filed and how
timely, comprehensive and intensive reemployment services will
be provided.

The proposal should also contain a schedule of activities from
the beginning of the project to operatlonal implementation.
States should indicate why the dates in their schedule of
activities are reasonable to provide a quality product and are
reasonable to adhere to the substantive requirements of P.L.
103-152. Activities should be shown in operational work
segments with time lines for each segment containing starting
and ending dates.

C. Goods and/or Servjces Requested.

1. Staff Needs. Identify one-time staff in addition to
base staff and any contract staff needs. If contract staff
are regquested for any portion of the proposal, the State
should supply documentation describing the work to be
performed and the estimated costs of such work. Any
additional training required for State staff, (i.e., codlng of
claimants’ occupations) should be described and estimated
costs identified.

-
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2. Software. Identify any additional software required
for the implementation of the proposed State profiling system.
The functions and use of the software should be explained.

3. Hardware. Address any specific hardware purchases
that are necessary to implement profiling and which are
included as a part of the proposal. Sufficient information
should be included to justify the reason for requesting the
specific quantity and capacity of equipment proposed.

4. Technical Assistance. Address any anticipated needs for
technical assistance as described in page 19 section 8,
"Technical Assistance".

D. QOperational Design of the Proposed Profiling and
Reemplovment Services System.

(Reference: Attachment E, "Worker Profiling and
Reemployment Services Initiative - Basic Operational
Concepts")

1. Overview. The description of the operational design of
the proposed profiling and reemployment services system must
address each of the major profiling components:
identification, selection, referral, reemployment services and
feedback. A flow chart of the processes should be included.

2. Identification. Describe the process by which all UI
claimants establishing a new benefit year and who have been
issued a first payment for regular benefits will be identified
as needing reemployment services.? Identify what data
associated with dislocation will be collected (Note: certain
elements may not be used; see page 12, "Prohibited Data
Elements"), when and how. Describe and show the detailed
claimant and data flow through the identification phase.
Address any special categories of UI claimants, such as
veterans. Identify and describe systems and programming
changes necessary for the identification process.

3. Selection. Explain how and when (i.e., weekly, bi-
weekly) identified Ul claimants will be selected for referral
to re-employment services. Describe the proposed. frequency of
selection. State whether a state-adapted version of DOL’s
model will be used or whether another method will be chosen.

? Interstate claimants may be excluded by program type during
initial implementation of a State’s profiling system. In the
future, after initial implementation and analysis of system
requirements of States and the INTERNET system, Interstate
claimants will be included in UI profiling systems. State
profiling proposals need not address Interstate claimants.
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If the use of a statistical model other than an adapted
version of the DOL model is contemplated, provide plans for
the model’s development (including @iscussion of data
elements) and operation, as well as any available information
relating to the model’s statistical validity and accuracy in
predicting exhaustion of Ul benefits. If characteristic
screens are contemplated, describe the specific screens to be
used, present any studies and analysis supporting the use of
the characteristic variables and information on the accuracy
of the proposed screen in predicting the exhaustion of UI
benefits. Show data inputs and linkages to other databases as
appropriate and describe how these databases will be accessed.
Identify and describe systems and programming changes
necessary.

4. Referral. Describe when and how referral of selected
UI claimants to reemployment services will be accomplished, to
whom referral will be made (i.e., the agency or organization),
the referral media and the frequency of referral. Describe
how imbalances between the demand for reemployment services
and the availability of those reemployment services will be
identified and resolved between UI and service providers.
Identify and describe systems and programming changes
necessary.

5. Reemplovment Servijces.

a. Reemployment services for profiled UI claimants should
be timely, customized, comprehensive, structured and
sequential. Describe what services will be available to
referred UI claimants in terms of the types of services
(assessment, counseling, testing and job search activities)
and their possible range of intensity. For example,
assessment should be described in terms of the type of
assessment techniques and testing instruments that may be
used, and a job search workshop should be described in
terms such as what subjects are covered and the number of
hours or days needed to complete. Estimates of the number
of UI claimants flowing to and through the various :
reemployment services should be shown. Show estimated-
claimant and data flows during the provision of
reemployment services, including decision points. Describe
plans and methods for controlling and regulating the flow
of profiled workers into reemployment services and the
resulting estimate of the annual proportion of profiled UI
claimants who will be served, initially and over time.

b. Explain and describe linkages with other agencies, such
as the State’s Employment Service, State and substate EDWAA
service providers or One Stop Career Centers, where
applicable, and the roles and relationships involved with
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each. Data and system linkages should also be completely
described and documentation provided which shows current
systems and proposed data/system changes.

c. Describe the State’s proposed method of ensuring
delivery of quality reemployment services to profiled UI
claimants, and how the availability of services will be
maintained on an annual and seasonal basis. 1In addition,
describe how the adequacy of the quality and quantity of
reemployment services will be evaluated, e.g., customer
surveys, administrative data collection and analysis.

d. Specify how much of the State’s current resources in ES
and EDWAA are to be dedicated to reemployment services for
dislocated workers referred as a result of profiling in the
areas of assessing, counseling, testing and job search
activities (including job search workshop).

e. For prototype states and for FY 1994 only, describe in
detail the State’s request for supplemental resources.
Requests for supplemental funds shall include a description
of the increased flow of UI claimants into reemployment
services and/or for the increased intensity of reemployment
services. Proposals requesting supplemental funds to
support reemployment service activities shall indicate
assurance that supplemental funds will not substitute for
existing reemployment resources dedicated to dislocated
workers.

6. Feedback.

a. Feedback from service providers is necessary at several
steps in the profiling and reemployment services system.
One main purpose of feedback is providing the means to
ascertain the claimant’s enrollment into reemployment
services and satisfactory participation as required by P.L.
103-152. Other important objectives of feedback are to
obtain information on services provided to referred
claimants and the employment outcomes of those referred
claimants who received reemployment services.

b. The feedback system must be able to answer the following
types of questions:

(1) Did the referred claimant report to the service
provider as regquired?

(2) Was the referred claimant enrolled in reemployment
services and what services are planned to be provided to
the claimant?

(3) Is the claimant participating satisfactorily
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}according to the Service Plan?

(4) Did the claimant complete services and which services
were completed?

(5) what were the employment outcomes?

c. The proposed feedback mechanism should be described in
detail and include claimant and data flow diagrams.
Explain what data will be collected, at what points
feedback will occur and how the feedback information will
be provided to UI for continuing UI benefit eligibility
purposes as well as for feedback on services provided to
referred claimants. If surveys or micro databases are
contemplated for the employment outcomes portion of the
feedback component, describe in detail, including
methodology and frequency.

E. Supporting Materjals. States should attach supporting
materials that describe existing systems and proposed
enhancenments or changes. Examples of supporting materials
include: claimant and systems flow charts; data element
definitions; data and data analyses from baseline studies;
record layouts; and results of any analysis relating to
statistical models being proposed for the State’s profiling
system. 1In addition, if the State currently uses profiling
techniques, a description of the system should be included as
supporting material. '
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Attachment B
To FM No. 3594

DATE:

REGIONAL OFFICE ATTACHMENT TO STATE PROPOBAL
REGION:

REGIONAL CONTACT: _
(Name and Telephone Number)

STATE:

TYPE (Prototype; Preference for First or Second Wave):
PROPOSAL TITLE:

PROPOSAL AMOUNT:

STATE CONTACT:

(Name and Telephone Number)
BACKGROUND AND STATUS OF SESA’s PRIOR PROFILING RELATED
PROJECTS: (use separate sheet if needed)

REGIONAL OFFICE COMMENTS:
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Attachment C
To FM No. 35-9%4

DEFINITIONS

Characteristic screens - a profiling methodology which uses
each profiling data element as an exclusion variable--yes or
no, in or out--to identify individual claimants either into or
out of the target group selected as permanently separated and
likely to exhaust UI benefits or become long-term unemployed.

Dislocated worker - an individual who has been permanently
laid off from employment, is both eligible for and likely to
exhaust their entitlement to unemployment compensation, is
unlikely to return to their previous industry or occupation,
and will need reemployment assistance to successfully
transition to new employment.

Barly intervention - identification, selection, and referral
of UI claimants who are dislocated workers to reemployment
services early in such worker’s benefit year, i.e., no later
than the end of the fifth week from an eligible (monetarily
and nonmonetarily) claimant’s initial claim date.

Education - The level of schooling completed by a claimant.
One of the variables to which a value is assigned in the
Department’s profiling model.

Employment outcomes - The employment status of profiled
claimants at specified time after receipt of reemployment
services; employment outcomes may include (but are not limited
to) information on duration and incidence of unemployment,
entry into new employment, wages and earnings on the new job,
continued employment and similar factors.

Feedback - Information required to be provided to the UI
program from service providers regarding (1) services received
by referred claimants, (2) the employment outcomes for such
claimants, and (3) any issues that may affect continuing
eligibility for UI benefits.

First wave States - Those States other than the prototype
States that are selected to implement profiling and
reemployment services systems with FY 1994 funds.

Follow-up information - Data provided from service providers
to the UI program through the feedback process (language used
in PL 103-152); see feedback. :

Industry (claimant’s) -~ The standard industry code (SIC) of

the claimant’s primary former employer. One of the variables
~to which a value is assigned in the Department’s profiling
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model.

Job tenure -~ The period of time, measured in years, during

which a claimant worked for his/her former employer. This
could be either the claimant’s separating employer or their
primary employer over a specified time period. One of the
variables used in the Department’s profiling model.

Job search assistance services - Language used in PL 103-152
to described an example of services provided to claimants
referred via profiling; see Attachment E, "Dislocated Worker
Profiling Initiative - Basic Operational Concepts".

Justifiable cause - Approved reasons (State or federal) for
Claimants’ failure to participate in reemployment services.

Mandatory participation - PL 103-152 requires that, as a
condition of continuing eligibility for UI benefits, claimants
who have been referred to reemployment services via profiling
must participate in such services unless excused by the State.
For purposes of this participation requirement, such
reemployment services do not include skill training or
education services.

Model profiling system - The profiling system developed by DOL
and offered to States (see Attachment E); or State-designed
systems identified by DOL as meeting the regquirements of PL
103-152 and recommended for export to other States.

New claimant - Any individual establishing a new UI benefit
year; includes all regular Ul programs such as intrastate,
UCFE, UCX; excludes all extended benefits programs, TRA, and
DUA. :

Occupation (claimant’s) - The major group for the claimant’s
primary former occupation. One of the variables to which a
value is assigned in the Department’s profiling model.

Permanently separated - claimants who, at the time of filing
an initial claim for regular UI, are classified as not
expected to be recalled by the separating (or primary)
employer.

Prototype states - Those lead States (three) selected by the
Department for the first stage of the nationwide
implementation of State profiling and reemployment service
systems, using FY 1994 funds.

Profiling - A systematic procedure used to identify UI
claimants who, because of certain characteristics, are
determined to be permanently separated and most likely to
exhaust regular UI benefits. Such claimants are then eligible
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for referral to reemployment services.

Recall status - Whether or not a claimant is expected to be
recalled to work with their separating employer. The
Department’s profiling model uses this variable to screen out
those claimants who have firm prospects of returning to a

former employer.

Reemployment services - See Attachment E, "Dislocated Worker
Profiling Initiative - Basic Operational Concepts".

Referral agreement ~ The coordinated and ongoing interaction
between the UI component and service providers in the referral
of UI claimants to a set of quality reemployment services
consistent with the supply of reemployment services and the
demand for such services by referred Ul claimants.

Referred claimant - A claimant who, as a result of being
profiled, has been identified as a dislocated worker, and
selected and asked to report to a reemployment service
provider.

Second Wave BStates - Those States that will implement the
profiling initiative using requested FY 1995 funding.

8ervice plan - A compact (agreement) between the referred Ul
claimant and the service provider for participation in a set
of customized reemployment services. It may also serve as the
primary feedback mechanism for providing the UI component with
information on reemployment services scheduled and received by
each referred claimant and their employment outcomes ~- and as
a basis for determining the claimant’s satisfactory
participation for purposes of continuing eligibllity for UI
benefits.

Statistical model - A profiling methodology that uses a set of
variables (e.g., education level) in combination '
simultaneously. In this method, each data element receives a
weight (known as a "coefficient") that has been established by
a statistical process. These elements are then combined in an
equation that generates a weighted average of all the
claimant’s characteristics combined, which ranks claimants in
terms of their probability of beneflt exhaustion/long-term
unemployment.

UI exhaustee - Claimant who has received all compensation
payable for a benefit year. (For additional spec1f1c1ty,
refer to 20 CFR, Chapter V, Section 615.5.)

Union hiring hall agreement - Whether or not a claimant is a

member of a union that maintains a union hiring hall (these
are often called "full-referral unions"). The Department’s
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profiling model uses this variable to screen out claimants who
are members of such unions have because they have alternative,
union-sponsored, job search resources and thus do not need the
reenployment services provided through the profiling and
reemployment services system.
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Attachment D
To FM No. 35-94

BUDGET and COSTS/S8OURCES OF FUNDS

States should use Standard Form (SF) 424, 424A and 424B to
request profiling implementation funds. Instructions for
completion of these forms may be found in Chapter II -
Reporting,
mn 2

On SF 424A, Section A-Budget Summary, under Column (a) Grant
Program Function or Activity, use the following categories:

1. Implementation
2. Reemployment Services

This same category should also be used in Section B-Budget
Categories, Grant Program Function or Activity:

1. Column (1) Implementation
2. Column (2) Reemployment Services

In Section C - Non-Federal Resources, use the above category
for lines 8 and 9 under the Grant Program column.

line 8. Implementation Costs
line 9. Reemployment Services
States should use actual staff costs in formulating overall

cost estimates for the implementation and/or reemployment
services components of profiling.
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Attachment E
To FM No. 3594

WORKER PROFILING AND REENPLOYMENT SERVICES INITIATIVE
Basic Operational Concepts

Amendments to the Social Security Act contained in P.L. 103~
152 require that UI claimants who are identified through
profiling systems as likely to exhaust benefits and who are in
need of reemployment services to transition to new employment
participate in reemployment services, such as job search
assistance. DOL envisions that profiling of UI claimants will
be a primary way that dislocated workers enter the new
comprehensive reemployment system proposed under the
Reemployment Act of 1994. Linkages between the UI, ES and
EDWAA components (and later One-Stop Career Centers) are
essential in order to implement and operate the worker
profiling and reemployment services system.

Major areas of linkages are in the processes involving:

> Identification of those UI claimants who are to be
selected and referred to reemployment services.

> Selection and referral of UI claimants to
reemployment services.

> Provision of reemployment services to those referred
UI claimants.

> The feedback systems needed to provide information
on service participation, services provided and
employment outcomes.

tificatio

A basic and first objective of a UI profiling and reemployment
services system is to identify those claimants likely to
exhaust benefits, have difficulty finding reemployment and who
could benefit from reemployment services. Moreover,
identification of this group of claimants early in their
unemployment spell is important so that they can receive the
needed services as soon as possible. Early intervention
increases the likelihood of more rapid reemployment.
Identification works as follows:

First: Data elements (see list below) needed for
profiling purposes are collected from claimants
during the initial claims and/or work
registration process and are entered into a
computer database that will be used to profile
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claimants.

Second: = Additional data elements needed for profiling
from the State Labor Market Information (LMI)
system, i.e., industry and occupation.
enployment changes, area unemployment rates)
are also entered into the computer database.

Third: The first steps involve identifying those
claimants who are actually eligible for
‘unemployment benefits. Therefore, claimants
who are either monetarily ineligible or
nonmonetarily disqualified are excluded. This
means that claimants must have been issued a
first payment in order to be profiled.
Similarly, claimants filing partial claims are
excluded because they are labor force attached.
Interstate claimants will also be excluded,
until the Interstate Benefits system can be
examined to determine how interstate benefit
(IB) claimants can be included.

Fourth: Claimants who have been issued a first payment
are then profiled using a two-step approach.
First, claimants who are on recall or who use a
union hiring hall are excluded. Second, the
remaining claimants are either assigned a
probability of dislocation through a
statistical model process or additional
characteristic screens are used to identify the
appropriate claimants.

The following worker characteristics were found to be
significantly associated with UI exhaustion in DOL’s _
examinations of worker dislocation. These elements should be
used to identify claimants who are likely to. exhaust benefits
and who need reemployment services. :

- a. Educatijon: Educational level is closely associated
with reemployment difficulty. Generally, claimants with less
education are more likely to exhaust benefits than claimants
with higher educational levels. :

b. Job Tenure: This is a measure of a worker'’s
attachment to a specific employer. Studies show that the
longer a worker'’s specific job attachment, the more difficult
it is to find equivalent employment elsewhere.

c. Former Industry: A claimant's search for employment
is affected by the former industry of employment. Claimants
who worked in industries that are declining, relative to
others in the State, experience greater difficulty in

88.




obtaining new employment than claimants who worked in
expanding industries.

: ~d. Occupation: Workers in low demand occupations
experience greater reemployment difficulty than workers in
occupations with higher demand. ‘

e. Unemployment Rate: Dislocation and reemployment
difficulty are closely related to economic conditions, as
measured by unemployment rates. In areas with high
unemployment, unemployed workers will have greater difficulty
becoming reemployed than those workers in areas with low
unemployment, even if all other conditions are equal.

Information about claimant characteristics will, in most
States, require that the data be collected when an initial
claim is filed since most elements pertain to the individual
claimant and are only known by the claimant. In other States,
the data may be accessible from other sources and would not be
collected at the point of initial claims filing. Education
level, for example, is a data element that will be mostly
likely be collected from the claimant. In some States, this
element may be readily available from the Employment Service
and may not need to be collected from the claimant at the
initial claim filing point. '

All UI claimants who establish a new benefit year and who are
issued a first payment for regular benefits will be profiled
to identify whether they are likely to exhaust unemployment
benefits. This means that all such claimants will be
profiled, irrespective of whether they are in receipt of
reemployment services prior to issuance of a first payment for
regular benefits.

In cases where claimants are in receipt of such services prior
to a first payment, the State agency must determine whether
the claimant is to be referred to a service provider or is to
be exempted from the mandatory reemployment services
participation requirement. If the State determines not to
exempt, profiled claimants who are currently receiving
reemployment services will be referred back to the Service
Provider with whom they are attached. Profiling of all
claimants who have been issued a first payment is necessary to
ensure the early identification of such workers and to ensure
equitable treatment among UI claimants. ,

Links to other sources of data, such as industry and
unemployment rates, must be established by the States in order
to use these elements in profiling systems. Labor Market
Information (LMI) systems will be the source of this data. LMI
sources thus constitute a part of an overall Profiling and
Reemployment Services System.
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First:

Second:

Third:

Profiling will occur on a weekly or bi-weekly
basis. All new initial claimants who have been
issued a first benefit payment will have been
profiled; those that pass the profiling
"screening mechanism" will be selected and be
ready to be referred. The screening mechanism
will result in each worker either being
assigned a probability of exhaustion from a
statistical model or a "pass" in a pass/fail
hinaiy test from an exclusion (characteristic)
model.

Each Service Provider, or a coordinating
organization, would then discuss with the UI
component the number of claimants profiled who
are in need of reemployment services and the
number that can be served in a given period.
An agreement is then reached on the number of
claimants to be referred to specific Service
Providers. Thus, a sense of overall demand is
known, and this demand is balanced against
Service Provider capacity. The time period for
this referral agreement would probably vary
depending upon local conditions.

Referral of profiled workers initially will be
to ES and/or EDWAA -- or their successor
organizations under the proposed Reemployment
Act of 1994 (H.R. 4040), or to other qualified
providers of reemployment services under other
Federal or State programs. Referral will be to
a specific Service Provider office. Thus, the
referral process is not just a single statewide
system, but may be multiple local systems.
Because UI local office service areas do not
necessarily correspond to the Service Providers
service areas, the Profiling and Reemployment
Services System within the State must establish
mechanisms by which identified profiled workers
from each Ul local office will be referred to
specific Service Provider offices.

The UI component would notify the selected
claimants of their identification as likely UI
exhaustees, officially inform them of their
obligations under the law to participate in
reemployment services and tell then when and
where to report for the Orientation session.
Concurrently, the UI component would inform
each Service Provider of the selection of
individual claimants and the reporting
instructions given to each selected claimant.
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Selection and Referral

Profiling alone--that is, the mere identification of UI
claimants likely to exhaust benefits and need reemployment
services--does not help the claimant. It must be tied and
linked to reemployment services so that a profiling and
reemployment services system is forged. Goals of the system
are: to identify the right workers, at the right time (early),
to send them to the right place (Service Provider office), and
in the right numbers (balancing demand for and supply of
reemployment services). A Profiling and Reemployment Services
System is the combined responsibility of UI and Service
Provider organizations. The role of ETA is to provide
resources, guidance and technical assistance to this effort,
but successful implementation will depend heavily on
cooperative state and local relationships. The Governor is
responsible for the coordination of reemployment services.

Profiling is a screening subsystem--operated by UI agencies--
which identifies a large number of potential Ul exhaustees.
Since the number of likely exhaustees will greatly exceed the
capacity of the suppliers of services, a mechanism needs to be
developed to balance the demand for and supply of services.
This balance can best be achieved through coordination between
the UI component and reemployment Service Providers. This
coordination should result in a "referral agreement," which
represents the coordinated and ongoing interaction between UI
components and Service Providers in the referral of Ul
claimants to a set of quality reemployment services. Such
coordination or linkage means that there may be no need to
exempt selected claimants from participation in reemployment
services due to capacity constraints. Exemption is based upon
data gathered about the referred workers’ circumstances, such
as factors indicating that they are not in need of services or
have recently received reemployment services.

Service capacity will depend on a number of factors, but two
critical ones will be staff caracity and allocated annual
funding. Qualified counselors will be needed in sufficient
numbers by Service Providers to serve the large number oi UI
claimants that will be referred to reemployment services
through profiling.

Profiling claimants and providing reemployment services is a
complex process. It cannot be implemented at the national
level, but can only be facilitated. Planning must occur at
the State and sub-State level and must be done by the UI and
Service Provider components jointly planning and operating
together as a team.

Selection and Referral processes could work in practice as
described below:
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below. It should be noted that actual operational practices
would vary from State-to-State.

First:

Second:

UI claimants selected through State UI
profiling systems will be required by the UI
component to report to the Service Provider
coordinated by the State for an Orientation on
reemployment services available in their local
labor market area.

An Orientation session should include six basic
tasks: (1) recording attendance; (2) explaining
the program of reemployment services; (3)
determining and recording information about the
claimant’s previous reemployment services
experiences, if any; (4) identifying any
claimants who appear to have been erroneously
referred, e.g., the claimant has a recall to
work notice or has completed similar services;
(5) scheduling appropriately referred claimants
for an Assessment; and (6) informing the UI
component of the results of the Orientation
session.

Information that the Service Provider would
need to feedback to the UI component resulting
from the Orientation would include: (1)
attendance information; (2) the Orientation
outcome of each claimant who attended, e.g.
scheduled for assessment; and (3) any issues
that reguire UI attention, such as those
claimants who did not attend or who appear to
be have been erroneously referred.

Orientation is the primary responsibility of
the Service Provider. However, depending on
the local situation, States may choose to have
the UI component participate.

P.L. 103-152 contains provision for exempting
claimants from participating in reemployment
services if the claimants have "justiflable
cause" or have completed "simllar services."
These are two additional areas in which the UI
and Service Provider components will need to
establish common understandings and operating
procedures.

Following this initial Orientation, the Service
Provider will focus first on determining the
specific needs of each worker though an
assessment process, which may include
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Fourth:

Fifth:

‘Continuing eligibility for unemployment

benefits is the responsibility of the Ul
conponent.

Thus, the Profiling oubsystem needs to select

the number of people each week who can be
served, consistent with the referral agreement.
In a State using a statistical model, that will
mean that profiled and selected workers will be
arrayed by probability and by local office.

For each local office, the selected individuals
will be arrayed from high to low probability;
if the Service Provider has the capacity for
only 26 referrals per week, for example, then
the 26 selectees with the highest probabilities
will be selected. In a State using a
characteristic screen system, all selectees
will arrayed, by local office, by SSN.

However, since all Selectees have the "same
probability" of being dislocated, for equity
purposes, they must be referred on a random
basis. For each local office, selectees will
be arrayed by SSN. 1If 32 referrals result from
the Ul-Service Provider dialogue, a random
number generator in the State’s profiling
system will be set to 32, and will generate 32
referrals to that Service Provider.

Some claimants who are profiled may not be
selected because of Service Provider capacity
constraints. These claimants may be retained
in a "selection pool" for several subsequent.
weeks along with those claimants selected
weekly. If the probability values of these
non-selected claimants exceeds that of the

newly profiled claimants, referral to services

may then occur. The length of time to retain
claimants in a selection pool may vary :
depending upon local conditions, but should not
exceed four weeks in order to maintain the
early intervention objective._ .

The use of characteristic screening systems may pose more
issues than does the use of statistical models. A statistical
model results in reemployment services being given to those
workers identified as most likely to exhaust and who will have
greater dlfflculty being re-employed. Use of a characteristic
model results in all workers who meet profiling screens having
the same probability of referral regardless of their
probability of exhausting.
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Third:

Fourth:

Fifth:

Sixth:

vocational testing, use of interest
inventories, and a counseling session.
Feedback to the UI component would only occur
if the claimant did not attend the assessment
as scheduled or was further excused.

Based on this assessment process, those
claimants who have the skills and experience
required to £ill job openings that are
currently available (e.g., via ALEX) would
receive job referrals and the Service Provider

‘would try to arrange an immediate placement.

Feedback to UI would occur only if the claimant
did not contact the employer or refused a job
offer.

If referred claimants have skills that are
marketable in their local labor market area,
but there are no current job openings
appropriate for them, they would be reguired to
participate in an program of reemployment
services developed jointly by the claimant and
the Service Provider, such as a workshop on job
search skills.

The agreed upon services would be documented in
a Service Plan. The Service Plan is the path
through reemployment services and becomes the
basis for determining satisfactory
participation for UI continuing eligibility.

After completion and agreement to the Service
Plan by the claimant, the Service Provider
would provide this information to the UI
component for claims monitoring purposes and
for later evaluation purposes. After this
step, the Service Provider would only notify
the UI component if the individual failed to
participate according to their Service Plan.
The UI component would then adjudicate the
issue based on State UI law. Upon completion
of the Service Plan, the Service Provider would
provide a notice of completion and Service Plan
details to the UI component.

Those referred claimants who lack marketable
skills (based on the results of the assessment
process) would be offered more intensive
services, such as education and training
programs through an appropriate Seryice
Provider. These workers would receive an
exemption, by the UI component based on
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below. It should be noted that actual operational praétices
would vary from State-to-State.

First:

Second:

UI claimants selected through State UI
profiling systems will be required by the UI
component to report to the Service Provider
coordinated by the State for an Orientation on
reemployment services available in their local
labor market area.

An Orientation session should include six basic
tasks: (1) recording attendance; (2) explaining
the program of reemployment services; (3)
determining and recording information about the
claimant’s previous reemployment services
experiences, if any; (4) identifying any
claimants who appear to have been erroneously
referred, e.g., the claimant has a recall to
work notice or has completed similar services;
(5) scheduling appropriately referred claimants
for an Assessment; and (6) informing the UI
component of the results of the Orientation
session.

Information that the Service Provider would
need to feedback to the UI component resulting
from the Orientation would include: (1)
attendance information; (2) the Orientation
outcome of each claimant who attended, e.g.
scheduled for assessment; and (3) any issues
that require UI attention, such as those
claimants who did not attend or who appear to
be have been erroneously referred.

Orientation is the primary responsibility of

the Service Provider. However, depending on
the local situation, States may choose to have
the UI component participate.

P.L. 103-152 contains provxslon for exempting
claimants from participating in reemployment
services if the claimants have "Justifiable
cause”" or have completed "gimilar services."
These are two additional areas in which the UI
and Service Provider components will need to
establish common understandings and operating
procedures.

Following this initial Orientation, the Service
Provider will focus first on determining the
specific needs of each worker though an
assessment process, which may include
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process.

Seventh:

feedback from the Service Provider, of the
reemployment services participation
requirement. An exemption is appropriate
because participation in occupational or skill
training is not required as a condition of Ul
eligibility under P.L. 103-152. However,
claimants who are participating in approved
training programs may be relieved of State work
search requirements in accordance with State UI
law and procedures.

If a claimant, who has been determined to need
education or training, elects not to
participate in such educational and training
programs, other reemployment services, such as
job search assistance, must be offered. Failure
to participate in training or reemployment
services based upon such offers will result in
notification to the Ul component, and potential
issues of continuing eligibility for
unemployment benefits may be raised. The basis
for such offer of reemployment services is that
claimants who are in the most need of services
in order to reenter the job market should be
provided with job seeking skills.

Upon the claimant’s satisfactory completion of
the set of services described in the Service
Plan, the claimant is ready to re-enter the job
market. Claimants should now possess enhanced
job seeking skills and can better explore job
opportunities based upon their existing :
marketable skills and available job openings.
The Service Provider will inform the UI
component of each claimant’s completion of the
Service Plan and results. The UI component
will relieve the claimant of the mandatory -
reemployment services regquirement. Based upon
State law, the claimant will be informed of the
changed requirement and, as applicable, any
resumption of the work search requirement.

Zeedback Mechanism

As described above, feedback from the Service Provider to the
UI component needs to occur at appropriate steps in the

The State agency is reguired to collect necessary
follow-up information on Ul claimants referred to reemployment
services through UI profiling systems. The primary component
for the feedback system would be the Service Plan-- which acts
as a compact between claimants and Service Providers and their
comnitments to each other.
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> At a minimum, four types of feedback information
will be collected on referred UI clainants:

(1)

(2)

(3)

(4)

First:

Second:

Third:

Verification that referred claimants reported
to the Service Provider;

Indication that claimants are actively
participating in prescribed reemployment
services (Did claimants participate/complete
prescribed reemployment services?);

Reemployment services received and completed by
each worker; and

Employment outcomes (Did reempioyment services
lead to reemployment of claimants? if yes, at
what wages and when?).

Determine whether referred UI claimants have
reported to the Service Provider. Otherwise,
Ul claimants may get referred, but not actually
be connected to a Service Provider.

One way to achieve this would be to have all
referred UI claimants report to a group
Orientation session as described above. 1It’s
also recommended that Ul will provide a list of
referred claimants to the Service Provider on a
continuous and coordinated basis so that the
Service Provider will know who has been
referred and when they have been scheduled for
the Orientation.

The Service Provider transmits information back
to UI on the result of the referral (i.e.,
whether or not the claimant actually attended,
and the date of the activity). This
information will provide the UI program with
feedback on how many referrals made via
profiling were successfully completed; it is
also necessary information to ensure that the
provisions of the law were met for Ul
eligibility.

Provide the UI program with the information
necessary to allow them to accurately determine
referred UI claimants continuing eligibility
for UI benefits on a weekly basis, 1nc1ud1ng
whether these workers are part1c1pat1ng in
required reemployment services activities (er
have received exemptions). The Service
Provider will notify the UI component if the
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Fourth:

Fifth:

claimant is not participating satisfactorily,
per the Service Plan. The claimant attests to
satisfactory participation when submitting
continued weeks claims certifications; this
provides the UI component with the necessary
information for benefit payment purposes.

_ Record the typcs of toonploynent'services

received by referred UI claimants, in order to
learn what types of assistance are actually
being provided to them and how quickly these
services are provided. This information is
valuable for operational and evaluation
purposes, not only for the UI program, but for
Service Providers as well.

Determine the employment outcomes of referred
UI claimants: whether referred claimants
obtained new jobs, when, and if so, at what
wage levels. This information may also include
collection of employment outcomes information
up to a year following reemployment.

The number of possible options for collecting
employment outcomes information to the UI
program is quite varied. Possible alternatives
include: analysis of wage record files;
creation of a micro database containing
longitudinal benefit and wage history data on a
sample of profiled and referred UI claimants;
and surveys of claimants who received
reemployment services through profiling.

98.




TEE PROCESS IN BRIEFP

Data elements needed for profiling purposes are
collected from claimants during the initial claims
and/or work registration process and entered into a
computer database that will be used to profile
claimants. Necessary LMI data are also entered.

Claimants who have been issued a first payment are
then profiled using a two-step approach. Claimants
who are on recall or who use a union hiring hall are
first excluded. Then, the remaining claimants are
either assigned a probability of dislocation through
a statistical model process or additional
characteristic screens are used to identify the
appropriate claimants.

A list of claimants who are potentially eligible for
referral to Service Providers is then created by the
State’s computer system. If a statistical model is
used, claimants are ranked, highest to lowest, in
order of their probability of exhaustion of
benefits. If characteristic screens are used, the
result is simply a list of claimants considered
likely to exhaust benefits.

The UI component and Service Provider jointly
determine the number of profiled UI claimants to be
selected and referred. This referral agreement (see
Definitions, Attachment C) establishes the number of
claimants that should be referred and can actually
be provided reemployment services.

The UI component notifies selected claimants that
they have been identified as likely dislocated
workers and are referred to reemployment services,
why reemployment services are being offered, and
wvhen and where to report. Claimants will also be
informed that continuing eligibility for
unemployment benefits is contingent upon the
claimant’s participation in reemployment services.

Per notification by the UI component, selected
claimants report to the designated Service Provider.
Concurrently, Service Providers receive notification
from the Ul component that claimant has been
referred.
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»  Service Provider conducts Orientation and notifies
- UI component that the claimant was/or was not
" present and whether the claimant was appropriately
referred.

»  The Service Provider conducts an assessment and, in
_ consultation with the claimant, develops an
- individual Service Plan (see Definitions, Attachment
C) which lists those services for which
participatzon is required.

> The c1ai-ant participates in reenployment services
based upon the Service Plan and continues to submit
weekly certifications to UI attesting to her/his
continued participation for receipt of benefits.

> The Service Provider notifies UI component upon .

' claimant termination or completion of participation
in reemployment services based upon the Service
Plan.

> Upon termination or completion of the Service Plan
for any circumstances, the Service Provider
furnishes the UI component the Service Plan which
contains follow up information relating to the
services received by such claimants and, if
- applicable, employment outcomes.

NOTE' Attached is a flowchart which prov;des a general
_vdescrlption of the basic steps involveéd in the Worker
Profiling and Reemployment Services Initiative.
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U. S. Department of Labor Profil. Disloc.
Employment and Training Administration Wrkrs/Rempl.
_ Washington, D.C. 20210 Services
No. 2-94
CORRESPONDENCE SYMBOL
TEUMC
DATE
May 2, 1994
—— —
DIRECTIVE : FIELD MEMORANDUM NO. 35-94, Change 1
T0 : REGIONAL ADMINISTRATORS
FROM : ARA ANN FARMER
Admlnlstrator
for Regional Management
SUBJECT : Supplement No. 1 -- Questions and Answers
Supplementing Field Memorandum No. 35-94,
Imple e tation of S sten f£fil
Une nt Insur I imant
i Reemployme

1. Purpose. To issue Supplement No. 1 (Questions and Answers
Supplementing FM 35-94). .

2. Background. Following enactment of P.L. 103-152 and the
issuance of FM 35-94, Regions and State partners have raised
questions relating to the grant solicitation and implementation
of Worker Profiling and Reemployment Services systems. The
attached questions and answers (Q‘’s and A’s) reflects initial
inquiries and is issued as a supplement to FM 35-94. An index
accompanies the Q’s and A’s and is keyed to the applicable
sections of FM 35-94 and attachments.

Additional explanations and interpretations will be issued as
needed and appropriate. The information contained in the
attachment to this change will be incorporated into the
Training Technology Resource Center (TTRC) Network under
"Profiling/Services" at the "Reemployment" and "Q’s and A’s"
sub-directories.

3. Action Required. Copies of FM 35-94 - should be annotated to
reflect these additions.

4. Ingquiries. Direct UI-related questions to Ingrid Evans at
202-219-5922 and Wayne 2Zajac, 202-219-5616; questions related
to ES/One Stop Career Centers should be directed to David
Balducchi at 202-219-5257; and questlons related to
EDWAA/dislocated workers programs to Brian Deaton at
202-219-5306.

5. Attachment. Supplement No. 1

RESCISSIONS EXPIRATION DATE
None March 31, 1995
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INDEX

Question Categories Question Number

Objectives/Components of Profiling
& Reemployment Services Systems

Data Elements i, 2, 3, 4
Profiling Methodologies

Implementation of Profiling
& Reemployment Services System

Selection & Referral | 5, 6, 7
Adjudication/Appeals - 10

Technical Assistance

Funding 12
Legal ‘ 15
Reemployment Services 8, 9, 11

Proposals/Cooperative Agreements
Feedback/Reporting Requirements ' 13, 14

Regional Office Responsibilities
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Q-1

. A=1

Supplement No. 1 -- Questions and Answers Supplementing
Field Memorandum (FM) 35-94, Implementation of a System
of Profiling Unemployment Insurance (UI) Claimants and
Providing Reemployment Services

How often do you profile someone?

In order to meet the goal of early identification of those
particularly at risk of suffering long term unemployment,
claimants are to be profiled after issuance of their first

payment of unemployment benefits and only once during a
benefit year.

Will claimants have a choice as to whether or not they will
be profiled?

No. 2all claimants in the profiling universe who have been
issued a first payment will be profiled.

What about those claimants not on UI or those who have been
denied UI - are they not eligible to be profiled for
reemployment services? How can these individuals be put in
the system to get the same type of service?

The Department is not requiring profiling of anyone other

- than those who have been issued first payments. Other

workers, however, could receive services by referral from
Rapid Response or through self-referral.

What claimant occupational data should be sought? 1Is it the
one from which the claimant was just separated even if it

‘was not his regular occupation? The same question applies

to “former industry® and "job tenure'. Could a State use
the 'insured unemployment rate'" as an element instead ot the
"total" unemployment rate%?

In developing their profiling and reemployment services
system design, a State could use a standard statistical
package to test data elements for their power in predicting
likely exhaustion of unemployment benefits. The available
state data elements most successful in predicting likely
exhaustion and identifying customers that meet the
definition of a dislocated worker would be desirable
elements to include in a model.
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Can a state use random selection to reduce the profiled
group to a manageable workload for reemployment services and
still meet requirements to treat claimants equitably?

Yes, if a State is using a characteristic screen model,
random selection may be used to reduce the profiled group to
workload consistent with the Referral Agreement. The States
using a statistical model may also use random selection, if
needed for claimants who share the same probability of
exhaustion.

Use of BS8ocial S8ecurity numbers (88N) across program/agency
lines could be a problem due to confidentiality barriers.
How should States address this problem?

There is no requirement that identifiers be SSNs. Just as
the Unemployment Insurance Quality Control program uses
Batch identifiers (IDs) and last 4 digits of SSN to identify
claimants, it is within the State’s discretion to determine
the most appropriate way to provide information to service
providers. States must be able to track participants
throughout completion of reemployment services for feedback
on outcomes. Identifiers must allow for operational
linkages.

How will individuals be notified that they have been
identified through a profiling system as needing specialized
assessment and reemployment assistance?

FM 35-94, Attachment E, Selections and Referral, states that
UI will notify claimants when they are referred to service
providers. Claimants may not know that they have been
identified as individuals needing services until they
receive referral notices that include all information
necessary for the claimant to report timely to the service
provider. Notices shall be formal notices and must advise
the claimant of all information necessary to report to the
service provider and of the claimant’s rights and
responsibilities to participate and that failure to
participate may result in denial of benefits. Since
profiled claimants will, in most cases, be referred to
provider organizations in which services are provided to
individuals on a voluntary participation basis, it is
important that the profiled claimant perceive a benefit in
receiving reemployment services before s/he arrives at the
service provider. Therefore, notices should also be worded
to provide a brief description of the profiling and
reemployment system and an explanation that claimants are
selected using this system in order to increase their
chances of returning to appropriate work as soon as
possible.
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Can you provide a specific citation to the proposed
Reemployment Act of 1994 for a definition of reemployment
services? , _

Section 314 of the Reemployment Act defines reemployment
services and services are also described in FM 35-94,

Attachment E, Reemployment Services.

Is the “Service Plan" the equivalent of the “Individual
Readjustment Plan" (IRP) as established pursuant to Section

314 (c) (1) of the JTPA?

Q-10

A-10

Q-11

A-11

No. The Service Plan is not as detailed as the IRP. Since
EDWAA is not likely to be the only source of reemployment
services for profiled workers, it is recommended that the
State establish a standard Service Plan format to be -
completed by each reemployment service provider for those
individuals referred to them. The Service Plan lists
reemployment services to be provided, the dates scheduled,
and the dates on which each service is completed. 1IRPs
generally contain more information.

What constitutes "justifiable cause" for failure to
participate in reemployment services? Will the definition
be left up to states discretion and, if so, are States
required to include the definition in their proposals?

Generally, States have the responsibility and discretion

to define "justifiable cause" for failure to participate in
reemployment services. In accordance with UIPL 13-94,
Change 1, States must be able to provide assurance in their

proposals that their existing State laws, rules and

procedures are sufficient to meet the eligibility conditions
specified in P.L. 103-152 as they relate to participation in
reemployment services. A directive with additional
specifics is forthcoming.

How long does a claimant stay in reemployment servicesf
According to the process diagram, they stay in until they
find employment, but is this realistic?

The process diagram is a general illustration of the systenm.
Because each Service Plan is customized to meet each
claimant’s need, it is not possible to specify how long a
claimant would stay in reemployment services.

If claimants have not obtained employment upon the
completion of the reemployment services Service Plan, then
they are no longer subjected to a mandatory participation
requirement.
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A-15

Are you providing added administrative resources for
nonmonetary determinations and appeals that may result from
profiling?

Yes. The Department has anticipated these costs and
included them in the FY 1995 budget request. The Department
will fund (at each State’s approved compensation rate) for
the added nonmonetary determinations and appeals that result
from profiling. The Department will also fund the
associated overhead expenses.

How frequently should feedback information be provided to
the UI program by service providers?

FM 35-94, Attachment E, Feedback indicates that the primary
mechanism for feedback would be the Service Plan. ' Feedback
may occur any time there is a change in the claimant’s
status and other times, as appropriate, during the various
steps in the profiling and reemployment services process.

Who will be responsible for providing feedback to
Unemployment Insurance (UI) from "non-State" service
providers?

Anyone designated a service provider to whom claimants
identified as dislocated workers are referred for
reemployment services will be expected to comply with the
feedback procedures established in the State’s system. For
those who might be exempted from the participation
requirement due to completion of such services, the State
will be responsible for establishing procedures and
requirements for verifying that an individual has received
reemployment services within an appropriate time before
applying for UI. :

What’s the minimum action required by Nov. ‘94 for
non-prototype States?

Unemployment Insurance Program Letter (UIPL) No. 13-94, The
Unemployment Compensation Amendments of 1993 (Public Law
103-152) - Provisions Affecting the Federal-State
Unemployment Compensation Program addresses these questions.
The Department will take into account the feasibility of
States actions in getting a profiling and reemployment
services system implemented timely on a case by case basis.
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Employment and Training Administration Wrkrs/Rempl.
Washington, D.C. 20210 Services

No. 4-94
CORRESPONDENCE SYMBOL -
TEUMC

DATE ,
June 9, 1994

DIRECTIVE : FIELD MEMORANDUM NO. 35-94, Change 2
10 :  ALL REGIONAL ADMINISTRATORS
ara)
FROM : BARBARA ANN FARMER
: Administrator

for Regional Management

SUBJECT : Supplement No. 2 -- Questions and Answers
Supplementing Field Memorandum No. 35-94,
Implementation of a System of Profiling
Unemployment Insurance (UI) Claimants and
Providing Reemployment Service

1. Purpose. To issue Supplement No. 2 (Questions and Answers
Supplementing FM 35-94).

2. Background. Following enactment of P.L. 103-152 and the
issuance of FM 35-94, staff from Regional Offices and State
Employment Security Agencies (SESAs) raised questions relating
to the grant solicitation and implementation of Worker
Profiling and Reemployment Services Systems. Supplement No. 1
(Change No. 1 to FM 35-94) provided responses to 15 questions
in the initial issuance of what is to be a series of questions
and answers (Q's & A's).

Supplement No. 2 continues the series with Q's & A's numbered
consecutively 16-30. They have been grouped into the following
categories:

A. Administrative/General
- B. OQbjectives/Components of Profiling &
Reenmployment Services
C. Data Elements
D. Profiling Methodologies '
‘E. Implementation of Profiling & Reemployment:
Services T
F. Selection & Referral
G. Adjudication/Appeals
H. Technical Assistance
I. Funding
J. Legal

RESCISSIONS EXPIRATION DATE
None March 31, 1995
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Reemployment Services
Proposals/Cooperative Agreements

Feedback/Reporting Requirements
Regional Office Responsibilities

ZR R

As with the Q's & A's in Supplement No. 1, the information
contained in the attachment to Supplement No. 2 will be
incorporated into the Training Technology Resource Center
(TTRC) Network under "Profiling/Services" at the "Reemployment"
and "Q's and A's" sub~directories.

3. Action Required. Copies of FM 35-94 should be annotated to
reflect these additions. Information should be forwarded to
the SESAs.

4. Inquiries. Direct questions related to UI to Ingrid Evans
at 202-219-5922 or Wayne Zajac, 202-219-5616; questions related
to ES/One Stop Career Centers to David Balducchi at 202-219-
5257; and questions related to EDWAA/dislocated workers
programs to Brian Deaton at 202-219-5306.

5. ATTACHMENT A. INDEX
ATTACHMENT B. FIELD MEMORANDUM NO. 35-94, Change 2
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ATTACHMENT B.

Supplement No. 2 to FM 35-94

Is the Department of Labor requiring that only referred
claimants be provided with reemployment services?

No. As stated in FM 35-94, Worker Profiling and
Reemployment Services Systems are not intended to
substitute for existing reemployment services, such as
those currently provided by the ES and EDWAA programs in
the State. Rather, these systems are intended to
complement existing services within the State. ES,
EDWAA, and other reemployment services providers will
continue to serve individuals who seek services on their
own (self-referrals) and individuals identified through
rapid response, in addition to serving UI claimants
referred via a profiling method.

If a State uses a statistical model to produce a ranking
of claimants most likely to exhaust benefits, can the
State then superimpose characteristic screens to select
claimants from that ranking with certain characteristics
as requested by a Title III program service provider?

No. There is a critical difference between profiling
and assessment. Profiling identifies the probability
that an individual is 1likely to exhaust benefits and
need some assistance in order to make the transition to
a new job. It is not an effective or valid tool for
identifying specific skills or occupational areas in
which individuals should be trained or placed. This is
the proper function of assessment. Second,
identification through profiling should not result in
referral to an occupation, education, or skill training
provider. It should result in referral to a provider of
reemployment services which are defined in the FM as
consisting of: orientation, assessment, counseling, job
search assistance, job search workshops and other
similar services and does not include occupation,
education and skill training.

States should not superimpose characteristic screens, or
any other approach, to refer individuals for
reemployment services based on service providers
capabilities or capacity factors. The capabilities or
capacity of service providers are administrative
considerations that should be mediated in the Referral
Agreement. It is expected that service provider
capabilities and capacity will be expanded or adjusted
to be able to respond to the service needs of the
claimants in need of service.

States should not use any approach to refer claimants
for services based on their interest in receiving
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Q-19

reemployment services. The intent of P.L. 103-152 is
the profiling method should provide for referral to
reemployment services based on ob)ectlve measures of
need for assistance.

What is the definition of approved service provider?
Who has to approve them?

P.L. 103-152 does not provide a Federal definition of an
approved service provider. As long as the reemployment
services operate under State or Federal law, the
determination of what is an approved service provider
rests with the State. As indicated in FM 35-94, a
comprehensive, state-wide strategy coordinated by the
Governor shall be developed to address the delivery of
quality reemployment services to appropriately referred
UI claimants. In determining the deliverers for such
services, the Governor may wish to utilize the State Job
Training Coordinating Council or State Human Resource
Investment Council, as applicable, to assist in the
planning process. :

How do we ensure that profiled claimants identified as
dislocated workers meet the statutory definition of
dislocated workers for use of JTPA Title III funds.

Instructions in FM 35-94 advise States to consider the
identification of claimants as dislocated workers
through the use of a worker profiling method system as
meeting EDWAA eligibility requirements. The intent was
to provide a mechanism by which States do not pursue two
separate eligibility tests for EDWAA when serving
dislocated workers referred as a result of profiling.

Under EDWAA, the Governor has the authority to define
criteria for operational terms, including "laid off or
terminated” and "unlikely to return to previous industry
or occupation". Therefore the Governor's authority
provides the opportunity to develop a profiling method
that collects and uses information that is consistent
with the criteria established by a State for determlnlng
EDWAA eligibility.

The ability to use claimant identification through
profiling as an adequate basis for EDWAA eligibility is
directly related to the rigor of the profiling method
used to identify dislocated workers. If the profiling
method uses factors that verify that the claimant is
permanently separated (i.e.,_the claimant is not "on
recall"” and not "in a union h1r1ng hall", if applicable)
and is unlikely to return to previous 1ndustry or
occupation (i.e., using "declining industry" or
"declining occupation" factors) then no other
determinations on these factors by the EDWAA provider
should be necessary.
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Q-22

What will JTPA monitors/auditors need to verify
eligibility for EDWAA for claimants identified by the
worker profiling system and referred as being in need of
reemployment services?

States will still need to meet their JTPA reporting
requirements and continue to collect any information
that may not be provided through the worker profiling
system (e.g., selective service registration) as is
presently required for EDWAA eligibility.

Prior to a claimant's referral to a service provider as
a result of selection through profiling, how may a State
agency identify those claimants who have received or are
receiving reemployment services?

The objective of the Worker Profiling and Reemployment
Services System is to ensure that UI customers likely to
exhaust their UI benefits and, therefore, be in need of
reemployment services, receive services tailored to meet
their individual needs. The specific administrative
method to obtain information relating to past or current
receipt of reemployment services is for States to
determine.

There are many ways that the State may identify whether
a claimant identified through profiling has received or
is receiving reemployment services. One alternative to
identify claimants who have received reemployment
services is to use referral notices to advise claimants
that, if they have recently received or are receiving
reemployment services beyond registering with Employment
Service, they should immediately advise their UI local
office representative.

Finally, the UI component could request information
pertaining to previous or current receipt of
reemployment services at the time of initial claim
filing or during a benefit rights interview.

As indicated in Attachment E. of FM 35-94, if
administratively practical, profiled claimants who are
currently receiving reemployment services shall be
referred back to the service provider with whom they are
receiving services. ETA will soon issue a directive
discussing exemptions from the reemployment services
participation requirement for receipt of unemployment
benefits.

Does identification of dislocated workers through
profiling create an obligation to serve all dislocatead
workers?
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Q-23

A-23

Q-24

Q-25
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No. State proposals should reflect reasonable estimates
of those likely to need and the capacity to provide
assistance. The Department recognizes that capacity to
provide reemployment services may not currently be
sufficient to meet the demand for services. The
referral agreement provides a mechanism by which to
adjust the flow of referrals based upon available
resources as States work to build the capacity of their
reemployment systems.

How can we ensure that the providers of reemployment
services will be willing partners in this effort? 1Is
there any consequence to ES and/or EDWAA if they do not
assume responsibility for provision of services to
claimants identified pursuant to a profiling system?

As stated in FM 35-94, the Governor is responsible for
organlzlng an adequate worker profiling and reemployment
services system for claimants referred due to profiling
and coordinating the various critical components of that
system. All operational components of the Worker
Profiling and Reemployment Services System must
cooperate to ensure the success of the Department's
initiatives as provided in P.L. 103-152.

Is the JTPA system expected to set aside funds during
program year 1994 for the implementation of worker
profiling and reemployment services systems for "“second
wave' states? :

The JTPA entities in each State are expected to jointly
plan the implementation of the Worker Profiling and
Reemployment Services System with, minimally, their
State UI and ES counterparts. Thls planning should
address both the estimated demand for reemployment
services and the timing of that demand. The amount of
JTPA funds which should be made available, and when, to
support the Worker Profiling and Reemployment Services
System will be a function of the agreements among JTPA-
UI-ES on the demand for services, the timing of the
demand, and the partnershlp role to be played by JTPA as
a reemployment services provider.

If JTPA Title III dollars are to be set aside for
implementing reemployment services for profiled workers,
can such services be procured on a sole source basis?

The Governor does not have the authority to override the
procurement provisions which apply to JTPA programs

regarding the use of JTPA Title III resources. As long
as all JTPA procurement provisions are adhered to, sole
source is not prohibited but its use is to be minimized.
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Can Rapid Response funds be used to provide orientation
to profiled claimants who have not participated in a
formal Rapid Response?

No. Rapid Response funds are to be used for the
activities described in Section 314 (b) of JTPA.
Other funds reserved by the Governor under Section
302(c) could be used for such activities.

Can JTPA Title III funds be used to support orientation
for profiled claimants and initial assessment and
referral of profiled claimants even if the claimants
will not yet be enrclled in EDWAA? If "yes", then can
JTPA Title III funds be used for the orientation
component of the profiling and reemployment services
system?

The use of JTPA Title III funds in conjunction with the
State's Worker Profiling and Reemployment Services
System will be governed by the same policies which
currently exist regarding the use of Title III funds.
The JTPA statute is clear in defining "participation" as
",.. the first day, following determination of
eligibility, on which the participant began receiving
subsidized employment, training, or other services
provided under the Act." Section 314 of JTPA defines
the employment, training and other services for Title
III. The Department of Labor recognizes the State's
authority to establish a policy which allows outreach,
intake and some orientation activities to be provided to
eligible individuals, without an enrollment action, for
the purpose of determining the appropriateness of JTPA
Title III services for the individual. This same policy
will apply to the use of JTPA Title III funds in the
Worker Profiling and Reemployment Services initiative.

Obviously, the requirement for enrollment is determined
by the purpose and scope of services provided in the
orientation component. To the extent that the focus of
the component is providing and collecting some general
information that is used to determine which reemployment
service provider system the individual should be
referred to, then an enrollment action would not be
required. However, it is expected that resources as
appropriate from all profiling and reemployment services
organizational partners will be used to support such a
component.

Finally, the use of any JTPA Title III funds for testing
of individuals will require an enrollment action in JTPA
Title III. ,

How will EDWAA funds be disbursed for required services
and activities?
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EDWAA funded services provided in support of the Worker
Profiling and Reemployment Services System should be
provided in accordance with the reemployment service
provider system organized by the Governor. Funds are
disbursed consistent with substate grantee allocation
procedures described in the Act; and, for funds other
than substate grantee allocations, in accordance with
the procurement standards established by the Governor: in
accordance with section 627.420 of the JTPA Regulations.

Since substate grantee allocations are subject to a 50%
expenditure on retraining services requirement (waivable
by the Governor down to 30%), the State should also
consider the use of funds reserved by the Governor for
statewide projects (which could include reemployment
services for referred claimants). The selection of
operators of statewide projects must be in accordance
with the established procurement standards.

Is the Service Plan required to be transmitted to the
unemployment insurance component of the Worker Profiling
and Reemployment Services System? If so, what purpose
does this serve?

Yes, the Service Plan for each claimant referred via a
profiling method must be transmitted to the UI component
upon the initial completion of the Service Plan (e.q.

as soon as the claimant and the service prov1der have
agreed to the plan).

Worker Profiling and Reemployment Service Systems
combine a requirement that claimants referred through
profiling--claimants who are likely to become long-term
unemployed if they do not receive assistance--
participate in early reemployment services with a
customized approach to the provision of services that
ensures that the specific set of services the worker
receives is tailored to their individual employment
needs. The "glue" that holds this approach together is
the Service Plan. The Service Plan is the source of
information that defines the agreement between the
referred claimant and the service provider regarding the
specific reemployment services that will be provided to
the claimant. This specified set of services is both
customized to the claimant's individual needs and for
which participation is required as a condition of
continuing eligibility for UI benefits. Thus, the
Service Plan specifies the individualized set of
services in which the claimant must participate.

For the purposes of monitoring this individualized
part1c1patlon requirement, the Service Plan ensures that
there is a clear record of the customized set of
sexrvices in which each referred claimant will be
required to participate. The Service Plan will then
provide the foundation for monitoring the claimant's
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eligibility--i.e., any information provided to UI about
failure to participate in reemployment services will be
compared to the information in the Service Plan. Thus,
it is imperative that the Service Plan be provided to
the UI component as soon as it is developed and become a
part of the claimant's permanent UI record.

How and when will information regarding reemployment
services activity and employment outcomes be
communicated between the service provider and the UI
component?

It is the responsibility of the service provider and the
UI component to determine how information relating to
activity and outcomes associated with reemployment
services is communicated. At a minimum, (see Answer A-
29), the service provider should provide information
relating to reemployment services upon (1) the
orientation and initial completion of the Service Plan.
The basis for the initial communication of information
contained in the Service Plan to the UI component is to
insure that it is apprised of what is agreed to and
expected of the claimant at the inception of the Service
Plan and to insure the claimant's continued receipt of
benefits, if otherwise eligible; (2) any change in the
claimant's status or participation; (3) completion or
termination of reemployment services.

The information contained in the Service plan will be
maintained by the UI component as part of the claimant's
permanent UI record. Should an issue of the claimant's
continuing eligibility for benefits arise as a result of
participation in reemployment service activities such
information contained in the claimant's permanent UI
record may form the basis for any adjudicatory decision
affecting benefit eligibility and potential appellate
review.

Information regarding the claimant's participation in
reemployment services, including the specific customized
reemployment services for which the claimant agreed to
receive and the receipt schedule may be recorded on the
Service Plan or other forms developed by the service
provider. Whether information is exchanged by manual or
electronic communication is a State determination. The
Department of Labor has designated the SESA to maintain
records to collect follow-up information relating to the
services received by claimants and employment outcomes.
This may be accomplished through several alternative
methods as discussed in Attachment E. to FM 35-94.
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U. S. Department of Labor

Employment and Training Administation
Washiagion, 0.C. 20210

anuary 5, 1994

DIRECTIVE: UIS INFORMATION BULLETIN NO. 4-9¢

To: ALL REGIONAL ADMINISTRATORS

FROM: MARY ANN WYRSCH MMY I, nyucéfg,

: Director

Unemployment Insurance Service

SUBJECT: Profiling Model Paper - Profiling Dislocated
Horkers for Early Referral to Reemployment
Services

Attached is a copy of the final version of the above report.
The report describes an econometric model that serves to
identify those unemployment insurance (UI) claimants who are
dislocated workers and in need of reemployment services.

This model is the basis for much of the discussion contained
in Unemployment Insurance Program letter (VIPL) No. 45-93,
Profiling of Unemployment Insurance (UI) Claimants. Its
basis was research performed on national level survey data,
which would have to be adjusted for use by individual
States.

The information contained in this report should be useful to
all State Employment Security Agencies (SESAs) in developing
UI claimant profiling systems in accordance with the
provisions of Public Law 103-152, The Unemployment '
Compensation Amendments of 1993. Information contained in
this paper should also be useful to Regional Office staff in

providing assistance to SESAs on profiling implementation
issues. -

A copy of the paper should be provided to the individual in
the SESA responsible for developing the SESA's profiling
system. Please contact either Wayne Zajac on 202-219-5616
or Ingrid Evans on 202-219-5922 concerning this report.

Attachment

EESCTSSIONS } 10
None




Kelleen Worden

October 6, 1993
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EXECUTIVE BUMMARY

BACKGROUND Changes in technology and international trade have
lead to changes in the U.S. economy and, consequently, changes in
the labor market. Workers who held jobs in a plant that has
closed, or who possess skills that are no longer in demand may find
themselves permanently separated from their employers, with no
similar jobs available. Many of these "dislocated workers" could
face great difficulties in finding new employment and may exhaust
their unemployment benefits. Services such as 3job search
assistance have been shown to significantly help dislocated workers
make the transition to a new job. _

Policy makers believe such services would be even more
effective if provided earlier in the worker's unemployment spell.
As a result, the Clinton Admlnistration proposed and the Congress
approved Section 4 of P.L. 103-6, which provides for assistance to
state UI agencies in profiling new UI claimants. One of the
primary goals of profiling will be to identify, early in their
unemployment spells, those permanently separated workers who are
likely to experience reemployment difficulty. Once identified,
these workers can be referred to additional job search assistance
and/or training. A profiling model must also narrow the target
group to a size that can be effectively served. Profiling would
allow for more timely provision of services to dislocated workers
likely to experience long durations of unemployment. This paper
describes the analysis used to develop a profiling model based on
worker characteristics. |

MODEL OVERVIEW Various academic studies have aifeady documented
strong relationships between reemployment difficulty and
characteristics such as schooling or job tenure, but this paper
summarizes further analysis which is the basis for a profiling
model (hereafter referred to aé "the model") that addresses the
specific policy issues of this profiling' initiative. Most
importantly, the model proposed in this report is simple and
straightforward. In addition, although the model is based on a
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single national algorithm, it is sensitive to changes in the labor
market across states and over time. It also contains a mechanism to
adjust the size of the targeted population. Finally, the model
contains only variables that are statistically justified as well as
intuitively sensible. The model provides a more comprehensive
assessment of the worker's needs compared to earlier profiling
attempts, leading to a measurable improvement in the accuracy of
targeting.

The proposed model encompasses a two-step approach. As
mentioned above, the model is designed to target those unemployed
workers who are permanently separated and whose characteristics
make them more likely to suffer long jobless spells. Determining
permanent separation will be done in the first step. Workers will
be asked if they are on recall, and whether they have a union
hiring hall agreement. It is not the ir :nt of profiling to
disrupt a worker's existing attachment to an employer or labor
union, and those unemployed workers who are on recall or have a
union hiring hall agreement will be excluded from the target group.
The model would then be used to assess the reemployment difficulty
of the permanently separated workers, based on a combination of
several characteristics.

It is important to note that once the'permanently separated
workers have been identified, there is no single characteristic
that acts as a "screen" to include or exclude workers from the
target group. Rather, individual workers will be included or
excluded based on their overall combination of characteristics.
Those workers whose estimated probability of reemployment
difficulty is sufficiently high will be targeted for reemployment
services.

ADDITIONAL DETAILS Many characteristics were statistically
shown to be related to reemployment difficulty, but only the seven
variables found to be most important were included in the proposed
model. As mentioned above, the two required data items in the
first step are recall status and union hiring hall status. The
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five data items used in the second step to predict reemployment
difficulty are: employment change in the worker's pre-UI industry
“and occupation, years of schooling, years of tenure on pre-UI job,
and state unemployment rates. ,

The analysis used historic data to measure the effects of
these seven characteristics on reemployment difficulty, and to
develop a model that estimates an unemployed worker's likelihood of
a long unemployment spell associated with those characteristics.

Schooling and tenure are characteristics that describe the
individual worker. The worker's predicted probability of
reemployment difficulty decreases with the worker's level of
education and increases with the worker's years of tenure. This
model is consistent with many studies that show workers with no
high school diploma have significantly more trouble finding new
employment. Tenure is positively related to reemployment
difficulty because it measures job specific human capital, a
finding also reported in several other studies.'

Three additional variables, the state's total unemployment
rate and the decline or growth in the worker's industry and
occupation, assess the overall employment environment in which the
worker is searching for a job. These variables build into the
model sensitivity to varying labor market conditions, particularly
at the state 1level. Earlier studies based estimation of
reemployment difficulty on particular industry screens, shown to be
troubled at the national level at that point in time. But industry
composition varies greatly across states and over time. Applying
nationally determined industry screens at the state level could
lead to some industry screens that are not sensitive enough to
differences in state labor markets, or that become outdated over
time. R

-

VIt is important to remember that this analysis focuses on

those workers already unemployed. Workers with higher tenure are
usually less likely to lose their jobs, but among those -already
unemployed, longer tenured workers suffer greater reemployment
difficulties.
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Rather then estimating the reemployment difficulty associated
with being from a particular industry, the estimate is based on the
employment change in the worker's industry for his or her state,
whatever that industry is. Because employment change by industry
is measured at the state level, the model is sensitive to each
state's growing and declining industries.

Due to data limitations, the impact of declining occupations
could only be measured at the national level.’ While the model
will not capture variations in occupational employment across
states, it will capture changes in nationally declining industries
over time. The recent recession has shown that dislocation is no
longer strictly a blue-collar phenomenon, making this sensitivity
to changes in declining industries and occupations particularly
important.

The state's total unemployment rate also increases the model's
sensitivity to varying state economic conditions. While an
unemployed worker with given characteristics may have little
trouble in a state with low unemployment, that same worker might
have much greater difficulty in a state with high unemployment.
The model will target a greater proportion of unemployed workers as
a state's unemployment rate rises.

The model gives policy makers flexibility in setting the size
of the targeted population. Choosing the threshold for predicted
probabilities directly determines the number of workers included in
the target group. Including only those workers with a very high
predicted probability of difficulty leads to very few referrals,
while lowering that threshold increases the number of referrals.
In applying this model, states could have discretion to set that
threshold within a range determined by the model. This is another
aspect of the model that is sensitive to states' needs, As

? BLs staff indicated that state level occupation data could
only be obtained by contacting individual states, which was not
feasible given the scheduling of the profiling initiative. State
level occupation data may be available for future re-estimations of
the profiling model.
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mentioned above, for a given threshold, the state unempioyment
variable will adjust the size of the targeted population as the
state's economy changes. The addition of state unemployment rates
will enable the model to help states make more informed decisions
as to the appropriate size of the targeted population.

EVALUATION OF MODEL Preliminary results based on historic data
show the model is significantly more accurate compared to earlier
profiling efforts. The goal of profiling is to narrow the target
group to a size that can be effectively served, while including as
many permanently separated workers with serious reemployment
difficulty as possible. Historic data indicate that the model
would target a group of claimants equal to 30 percent of the total
UI population, while including 53 to 60 percent of all UI
recipients with serious reemployment difficulties.

Naturally, not all of the workers targeted by the model will
actually experience serious reemployment difficulty, and it is also
important to look at the composition of the target group. The
group of workers targeted by the model has a much higher
concentration of dislocated workers than in the UI population at
large. Within the group of UI recipients targeted by the model, 55
percent were permanently separated and experienced jobless spells
of over six months. This compares to only 30 percent who were
permanently separated and unemployed over six months in the UI
population at large.3

These results are significantly better than for a more
simplified profiling effort based solely on .a permanent separation
screen. Based on current estimates, this single screen would place
fully 75 percent of the total UI population in the target group.
It would not be feasible for State Employment Security Agencies to
effectively serve a target groupithis large. Using a tenure screen
in addition to the separation screen would only lower the sample to

3 Note that these measures are intended és indicators of

potential outcomes, not statistical fit.
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approximately 42 percent, and the composition of the targeted group
would be less accurate than the group targeted by the model; only

45 percent of the .group identified- by the separation and tenure

screens were unemployed over six months, compared to 55 percent of
the group targeted by the model.

CONCLUSION An operational profiling model for state UI agency
use that is based solely on permanent separation and/or tenure
screens alone would not build in sensitivity to state employment
conditions or flexibility regarding program size. Given the goal
of profiling, to target dislocated workers for early referral while
narrowing the target group to a feasible size, the model described
above provides a more flexible, accurate and statistically
justified method to accomplish this.
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INTRODUCTION

Changes .in technology and international trade have lead to.
changes in the U.S. economy and, consequently, changes in the labor
market. Workers who held jobs in a plant that has closed, or who
possess skills that are no longer in demand may find themselves
permanently separated from their employers, with no similar jobs
available. These workers are typically referred to as dislocated
workers. There are several definitions of a dislocated worker.
The most general definition includes all workers who are
permanently separated from their employers. The Bureau of Labor
Statistics (BLS) definition includes oﬁly those permanently
separated workers with at least 3 years of tenure on their pre-
layoff job. Other policy makers view dislocated workers as all
workers who are permanently separated and experience measurablé
difficulty in securing reemployment, whether evidenced by long
unemployment durations or significant earnings reductions.

Increases in worker dislocation is a primary concern of the
Clinton Administration, and is the basis for the Profiling
initiative. This initiative seeks to help state Unemployment
Insurance (UI) agencies identify and assist dislocated workers
early in their spells of unemployment. The proposal was enacted on
March 4, 1993 as section 4 of P.L. 103-6.

Although total unemployment rates experienced durlng the
recession of 1990 to 1991 were significantly lower than those
during recessions of the 1970s and 1980s, these aggregate
unemployment rates understate the severity of the early 1990s
recession. The increase in permanent job loss or .worker
dislocation'during this recession approached the post-war high
experienced in the 1981 to 1982 recession. The average duration of
total unemployment during the early 1990s was 14 weeks.

The 1990s recession is also unique in that more workers in
white collar occupations lost their jobs compared to workers in
blue collar occupations.‘ The changing nature of structural

* see Mishel and Bernstein, 1992.

128.



unemployment poses additional challenges to the profiling
initiative. |

Many of these permanently'separated workers could face great
difficulties in fihding new employment and may exhaust their
unémpioyment insurance (UI) benefits. Services such as job search
assistance have been shown to significantly help dislocated workers
make the transition to a new job. Policy makers believe such
services would be even more effective if provided earlier in the
worker's unemployment spell. In New Jersey, for example, early
referral to job search assistance (JSA) programs reduced targeted
claimants' spells on UI an average of three quarters of a week.
This program was found to provide net benefits to the claimant,
U.S. Department of Labor agencies, and society as a whole.’

One of the primary goals of the profiling initiative is to
identify, early in their unemployment spells, those permanently
separated new claimants whose characteristics strongly increase
their likelihood of reemployment difficulty. Profiling would allow
for more timely and accurate provision of services to dislocated
workers likely to experience long durations of unemployment.
Profiling is all the more needed given limited program funding,
because if helps focus resources on those most likely to need such
services in making the transition to a new job. ‘This paper
describes the analysis used to determine what worker
characteristics should be used to target dislocated workers.

EXISTING STUDIES ON DISLOCATION

Several studies that investigate the relationship between
various characteristics and reemployment difficulty are -described
below. Much of this research is based on data collectedkby the
Bureau of Labor Statistics (BLS) in its Dislocated Workers Survey
(DWS) . This survey is supplemental to the regular Current
Population Survey (CPS) and has been conducted every two years

° see Anderson Et al., 1991
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since 1984. Interviewees who respond that they have been
dislocated in the last five years are asked an additional 25
questions regarding their pre- and post-dislocation work history.

Ross and Smith, of the Congressional Budget Office (CBO)
compiled the DWS data from 1984 to 1992 for a selected subset of
DWS and cPS variables. This data enabled ‘them to study the
characteristics of dislocated workers over a ten-year period.‘ CBO
looked at a variety of characteristics including age, schooling,
job tenure, gender, ethnicity, reason for job loss, worker's
previous industry, whether the worker was blue collaf, and state
and national unemployment rates at the time of dislocation. CBO
found that job’ tenure, age, and schooling were among the most
'important characteristics in explaining reemployment difficulty and
earnings losses among dislocated workers. They found this
relationship to be relatively stable over time, that is these
characteristics were associated with reemployment difficulty during
economic contractions as well as expansions. Reemployment
difficulty was measured both as the probability of reemployment and
the duration of unemployment. Earnings loss was measured as the
probability of at least a 20 pércent reduction in earnings from the
pre-UI job to the post-UI job. ' '

CBO points out differences in characteristiés between workers
who are just permanently separated and those who also have
reemployment difficulties. For example, workers with long tenures
are less likely to become permanently separated from their jobs.
But among workers who are permanently separated, those with long
tenures tend to experience the greatest reemployment difficulties.
According to this study, women were also less likely to find new
jobs. | -

- Over the ten-year period studied CBO found that blue collar
workers and workers in goods producing industries were more 'likely
to become permanent'ly separated and more 1likely to have
reémployment difficulties, when compared to white collar workers.

¢ see Ross and Smith, 1993.
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However, the proportion of displacements occurring among white
collar or service producing workers is growing. CBO reports that
the proportion of dislocation occurring in services producing
industries rose from about 40 percent to just over 50 percent
between 1981 and 1990. They also note, however, that wiile the
share of dislocation occurring within goods-producing industries i
falling, its share of dislocation still equals twice its share or
total unemployment.

CBO found that workers who lost their jobs due to plant
closing or shift termination were more likely to find new jobs than
those unemployed due to slack work. The authors believe this may
be because those workers from closed plants or terminated shifts
were more certain of their need to search for new jobs than those
unemployed because of slack work.

Corson and Dynarski, of Mathematica Policy Research Inc., also
investigated reemployment difficulty in their study on UI
exhaustees.’ They found their results varied significantly by
recall status and conducted their analysis separately for workers
with specific recall dates, workers who expected to be recalled but -
had no recall date, and workers whovdid not expect to be recalled.

They found that workers' recall expectations were fairly
accurate indicators of recall outcomes. Only nine percent of
workers who did not expect to be recalled returned to work for
their previous employer. Approximately 92 percent of workers with
definite recall dates were recalled, as were 72 percent of workers
with recall expectations but no dates. This indicates it may be
best to screen out those workers with a specific recall date as
well as those who expect to be recalled but have no date.

similar to the CBO study, the Mathematica exhaustee study
measured reemployment difficulty in terms of duration of
unemployment, probability of benefit exhaustion and probability of
earnings loss. Mathematica selected a sample of claimants from 20
states, who filed between 1987 and 1988. These claimants were

'see Corson and Dynarski, 1990.
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interviewed in 1989 regarding their personal characteristics and
labor market experience since filing their claim. Mathematica
studied more variables than CBO, including not only,demographic
characteristics and economic indicators, but also UI program
parameters and job search activity. Mathematica found the rate
of benefit exhaustion was substantially higher among those workers
not on recall. For those who did not expect to be recalled, age,
tenure, gender, marital status and ethnicity were significant
predictors of exhaustion probability. Older workers and workers
with longer tenure or union membership were more likely to exhaust,
as were minorities and women, particularly women with working
spouses.a These characteristics also lead to significantly longer
unemployment durations. Being a high school dropout significantly
increased the probability of benefit exhaustion, but not
unemployment duration.k Mathematica did not find that being from
the construction or machinist occupations or the manufacturing
industry had significant effects on exhaustion probabilities, but
did significantly increase unemployment durations. Having regular
layoffs in the past did not significantly increase a worker's
probability of exhaustion or duration of unemployment.

Higher UI replacement rates were also associated with higher
probability of exhaustion. Part of this effect could be due to
disincentive effects and part could be due to the correlation
between income'and skill level. Higher replacement rates are
typically assoc1ated with lower incomes.

Not surpriSingly, increases in potential duration
Significantly lowered the probability of exhaustion. Increases in
potential duration also significantly shortened unemployment
duration, a less intuitive result. Mathematica attributes this
result to their'measure of unemployment duration, measured from the

8 While some studies found}that women are clearly associated

with longer duration or other measures of displacement, Mathematica
found the relationships between gender and displacement is more
complicated and cannot be examined without conSidering marital
status and working status of spouse.
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initial claim date, and the fact that workers with shorter
potential durations may delay filing for benefits.

The local total unemployment rate significantly increased.the
probability of exhaustion. Work search activity was not found to
significantly affect exhaustion probability or unemployment
duration, nor did participation in current Job Service Activities
or training. It is important to note that the sample sizes for
this investigation were fairly small, and failing to find
significant effects for certain characteristics does not mean such
effects do not exist, simply that the effects were not revealed by
this particular estimation.

Although Mathematica ran no regression on earnings loss, their
analysis showed that 37 percent of exhaustees and 14 percent of
nonexhaustees incurred earnings losses of at least 25 percent upon
accepting their first post-UI job. Two thirds of this reduction in
earnings was shown to be due to a reduction in weekly hours. The
reduction in earnings may also be parfially explained by
significant industry shifts among exhaustees, primarily from the
manufacturing industry to retail trade and services.

The CBO and Mathematica studies were two of the primary
studies of dislocation sponsored by the govefnment. Many other
studies regarding dislocated workers have been published in various
journals. Several of these articles are based on the DWS data
described above and many of their results were consistent with the
CBO findings. Paul Swaim and Michael Podgursky investigated the
effects of an additional year of education on dislocation. They
found that workers with more schooling had shorter durations of
unemployment, greater probabilities of full-time reemployment, and
were reemployed at salaries that compared more favorably to their
pre-UI earnings. The authors found the effect of schooling on
joblessness was stronger for blue-collar workers, but the effect on

future earnings was stronger for white-collar workers.’

® see swaim and Podgursky, 1989.
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Studies measuring the effect of job tenure on reemployment
difficulty were conducted by Kletzer in 1989 and Valletta in 1991.
Kletzer looked at the effect of pre-displacement job tehure on
post-displacement earnings for workers displaced between 1979 to
1984." The author found that as pre-displacement . tenure rose,
managerial, professional and technical workers were able to
transfer most of the associated increase in earnings to their new
jobs. Blue-collar workers, on the other hand, were able to
transfer much less of their returns to seniority, indicating that
their skills are not as readily transferable as those of some white
collar occupations; These findings are consistent with the notion
of job specific human capital described earlier.

Valletta uses duration models to measure the effect of job
tenure on unemployment duration for workers displaced between 1979
and 1986."" He finds that years of tenure is positively related
to duration of unemployment and that these effects are generally
greater for men than for women. Valletta hypothesizes that longer
tenure is associated with longer unemployment spells because
workers with long tenures have traditionally been paid wages that
are greater than the value of their marginal product would be in
different job. Workers who are separated from their employers late
in their tenure and searching for new jobs therefore have
unrealistic reservation wages, leading to longer unemployment
spells. Valletta believes the effect of years of tenure may
smaller for women, possibly because women have not been,rewérdéd as
strongly for long tenures, or that women are more willing to accept
jobs paying less than their previous wage. _

Studies by Herz investigate the changing nature -of the
dislocated worker population, especially regarding industrial and

occupational distribution.™ Herz echoes the earlier reported

Vsee Kletzer, 1989.
Y'see valletta, 1991.

“’See Herz, 1991 and 1990.
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findings of Ross and Smith and Mishel and Bernstein that
displacement is no longer strictly a blue-collar or goods-producing
phenomenon. While most displacement still occurs in blue-collar
professions and manufacturing industries, displacement in services
and white collar occupations was growing at a faster rate between
1979 and 1989. The humbervof displaced workers in manufacturing
between 1985 and 1989 was 1.6 million, compared to 2.5 million
between 1979 and 1983. The number of displaced workers in trade
during these two periods grew from 0.7 million to 0.8 million. The
number of displaced workers in services grew from 0.5 million to
0.6 million. Herz also found that about 50 percent of displaced
manufacturing workers changed industries upon becoming reemployed.

MODEL OVERVIEW

As mentioned above, reemployment services could be more
effective if provided early in a worker's unemployment spell.
Profiling dislocated workers for early referral entails identifying
permanently separated workers and predicting who among them are
more likely to experience difficulty finding a job. The proposed
model encompasses a two-step approach. Determining permanent
separation will be done in the first step. In the second step, the
model would assess the reemployment difficulty of the permanently
separated workers, based on a combination of several of the most
important characteristics.

The second tier of the model was constructed using historic
data and regression analysis to estimate the effects of various
worker characteristics on their reemployment difficulty. The final
estimated equation calculates each worker's total probability of
serious reemployment difficulty, based on those characteristics.

While many studies already provide strong evidence on the
relationships between reemployment difficulty and characteristics
such as schooling or job tenure, further analysis was needed to
develop a model that addresses the specific policy issues of this
profiling initiative. Most importantly, the model proposed in this
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report is simple and straightforward. Because academic research is
done largely for the purpose of learning more about dislocated
workers, the models may use complex techniques and Iong lists of
variables to represent the characteristics of dislocated workers as
completely as possible. The goal of this research, on the other
hand, was to develop a model for operational use by individual
states. The focus at every step of this analysis was to create a
model that was less complicated, less expensive, and acceptable to
the states, while still capturing most of the predictive power of
more complicated models. Oonly variables that were both
statistically significant and intuitively sensible were tested, and
among those only the seven most important variables in terms of
predictive power were included.

It was also important to develop a model that was based on a
single national algorithm, but nonetheless was sensitive to changes
in the labor market across states and over time. Because the
proposed model is based on a single national algorithm, it helps
provide comprable treatment of claimants across states and
facilitates evaluation of the model and possible improvements in
the program. At the same time the model recognizing each state's
overall economic climate and unique mixture of growing and
declining industries. The model is also sensitive to changes in
declining occupations. The recent recession has shown that
dislocation is no longer strictly a blue-collar phenomenon, making
this sensitivity to changes in declining industries and occupations
particularly important. - -

The model provides a more comprehensivevldok at the worker's
needs compared to earlier profiling attempts, leading to a
measurable improvement in the accuracy of 'targeting.._ It is
important to note that once the permanently separatedeorkers have
been identified, there is no single characteristic in this model
that acts as a "screen" to include or exclude workers from the
“target group. Rather, individual workers will be included or
excluded based on an,asséssment_of their overall combination of
characteristics. For example, there is no single level of tenure
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which serves to include or exclude a worker in the target group:
rather, the level of difficulty associated with that worker's
tenure would be added to his or her overall estimated probability
of reemployment difficulty. Those workers whose estimated
probability of reemployment difficulty is sufficiently high will be
targeted for early referral to reemployment services.

' Finally, the model also gives policy makers flexibility in
setting the size of the targeted population. Choosing the
threshold for predicted probabilities directly determines the
number of workers included in the target group. Including only
those workers with a very high predicted probability of difficulty
leads to very few referrals, while 1lowering that threshold
increases the number of referrals. The states would have
discretion to set that threshold within a range specified by the
model. This is another aspect of the model that is sensitive to
states' needs. ‘

DATA SELECTION

As mentioned above, the estimated relationships between
various characteristics and reemployment difficulty were based on
historic data. Unfortunately, there is no single data set
currently available that contains all the relevant variables for
the universe of workers we wish to observe. Several existing data
sets have varying strengths and weaknesses, and different data sets
were used for various elements of the analysis. The tight schedule
of deliverables on the profiling initiative made it necessary to
focus on those data sets most readily available. The three data
sets used for the analysis were the 1990 and 1992 panels of the
DWS/CPS surveys, the CBO data and the Mathematica exhaustee data.

The 1990 and 1992 panels of the DWS/CPS data were simply used
to evaluate whether any of the variables excluded from the CBO
extract were important to profiling research. Several regression
equations estimated with BLS data indicated that no variables
exciuded from the CBO extract were of use to this study.
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The CBO and Mathematica data sets were both considered as
candidates for the final estimation. One important issue
considered when choosing a data set for the final estimation was
the accuracy of reemployment measures. The DWS measures of
reemployment outcomes are subject to substantial memory bias, since
interviewee's were asked to describe unemployment spells occurring
up to five years earlier. CBO eliminates much of this recall bias
by discarding observations more than two years in the interviewees'
past. Nonetheless, all observations based on memory involve some
bias. _ :

Secondly, the universe of the DWS and CBO data sets may be too
restricted. The sample only includes observations for those
workers who identified themselves as being laid off due to "plant
closing, shift elimination, layoff without recall, or other similar
reason." Based on this broadly defined and self-identified
criterion, it is difficult to tell exactly who is included in the
sample.

The Mathematica data, on the other hand, are subject to very
little recall bias because the data are based on actual claim
status. It is a sample of all UI claimants, and a variable on
recall status allows for comparison of those workers who do not
expect to be recalled, those who expect to be recalled but have no
date, and those with a specific recall date. The recall status
variable would allow for a more accurate sample of permanently
separated employees. Unfortunately the Mathematica data only
include a sample of 20 states and cover only a single year, 1988,
when the lowest number of dislocated workers were observed over the
past decade. Although the measure of reemployment outcomes was
more accurate using this data set, a model developed using 1988
data may not be appropriate for the current economic climaie.

The CBO data set was used to evaluate whether using this
single year of data for only 20 states would substantially alter
the structure of the model. CBO estimation based on only the 20
states covered by the Mathematica data did not differ significantly
from estimations based on all 51 jurisdictiohs. However,
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esimations based on 1988 data were significantly different than
estimations based on other years of data. Using 1988 data would
therefore significantly affect the structure of the model. This
may appear to contradict CBO's findings that dislocated workers'
characteristics remain fairly stable over time, but it merely
reflects a different research focus. CBO is correct to point out
that when the model is estimated separately for each year of data,
the same general positive and negative relationships between
various characteristics and reemployment difficulty are revealed.
They note that while the estimated size of some effects may vary
from year to year, some of this is due to smaller sample sizes,
rather than actual changes in the relationships.

Nonetheless, the focus of this research is not simply to
understand the general nature of dislocation, but to develop a
model that will be implemented. Although many of these yearly
changes in estimated effects are not statistically significant,
they imply very different model specifications. Based on these
findings, the final equation was developed using CBO data, because
it was decided that a predictive equation based on data covering
1981 to 1990 would be more appropriate that a model based solely on
data from 1988, when dislocation was at a low point for the decade.
The CBO data set covered more variation in economic activity,
allowing for better estimations of the coefficients on industry and
occupation variables.

As mentioned earlier, there was some concern regarding the
accuracy of the self identified sample of permanently separated
workers contained in the CBO data. A final analysis was conducted
to see if the CBO sample was significantly different than the
Mathematica sample. The same equation was run for 1988
observations from both data sets. Unfortunately, these results are
inconclusive. Because the resulting sample sizes were so small,
many of the coefficients were insignificant, and it was not
possible to tell if the CBO estimation was significantly different
from the Mathematica estimation. It was still felt that the
problems regarding the use of 1988 data were more serious than




problems regarding sample selection, therefore the CBO data was
used to develop the final equation. Using a full ten years of data
as well as a sample of 51 jurisdictions would make this model more
nationally representative. v :\ ,

As discussed below, the uathenatica data was used to helb
measure how well the model would perform. Since the Mathematica
sample was representative of all UI claimants, and was then
separated by recall status, it was well-suited to measure thev
effects of the first and second steps of this model.

There were several data sets considered that were not used.
The SIPP data (Survey of Income and Program Participation) appeared'
to avoid many of the weaknesses described in the above data sets.
This nationally representative longitudinal data set has been
collected since 1984 and has many variables on demographic
characteristics, training participation and labor market history.
It does not rely on respondents' ability to remember their recent
labor history:; rather, the survey tracks their experience every
four months over a period of 36 months. However, the record layout
of SIPP has changed substantially over the years. The variable
identifying recall status was dropped from SIPP after 1984,_and_no
other indicator of permanent separation was included. Permanent
separation is an important characteristic for this study, and this
data set was dropped from consideration. :

Data sets gathered for the purpose of U.I. state demonstratlon
projects also were not used during this analysis. While the
reports from these projects provided valuable context to this
study, the data analysis required a nationally representatiﬁe data
set. In the future, researchers may also want to consider the
long1tud1na1 data collected by Canada's office of Office of
Employment and Immigration. Whlle this data set was not available
soon enough to be considered for this project, its 10ng1tud1na1
coverage of employment history and program participation could be
‘useful for future research on profiling. '
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DETAILS OF MODEL SPECIFICATION

As mentioned above, many characteristics were statistically
shown to be related to reemployment difficulty, but only the seven
variables found to be most important were included in the proposed
model. In the first step, workers will be asked if they are on
recall, and whether they have a union hiring hall agreement. It is
not the intent of profiling to disrupt a worker's existing
attachment to an employer or labor union, and those unemployed
workers who are on recall or have a union hiring hall agreement
will be excluded from the target group-.9

The five data items used in the second step to predict
reemployment difficulty are: employment change in the worker's
pre-Ul industryvand occupation, years of schooling, years of tenure
on pre-UI job, and state total unemployment rates. These variables
measure worker characteristics, as well as describe the economic
environment in which the worker is seeking reemployment.

In measuring the characteristics of workers with reemployment
difficulty, this analysis focussed on permanently separated workers
unemployed over six months. This does not imply that workers with
slightly less than six months of unemployment will somehow be
screened out of the target group, simply that the model was
estimated using the characteristics of those unemployed over six
months. It was felt that permanently separated workers unemployed
over six months, many of whom had already exhausted their benefits,
were most representative of true reemployment difficulty.10

® careful attention should be given to collecting data on

recall status. Several policy makers have noted that many
claimants on recall tend to deny their recall status, because they
mistakenly believe that being on recall reduces their eligibility
for UI benefits.

Y The sample was also restricted to workers who collected UI.
It was felt this sample would more closely represented UI
applicants than a sample of unemployed workers in general.
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For each observation in the CBO historic data, the probability
of reemployment difficulty was assigned a value of 1 if the worker
was unemployed over six months, 2zero otherwise. This dependent
variable was regressed on several worker characteristics to develop
an equation that estimates the probability of reemployment
difficulty for each worker. It is important to note that while the
dependent variable was coded as a binary variable during
estimation, the output of the model will be a continuous variable--
the unique probability predicted for each worker based on that
worker's characteristics. The equation was estimated using a logit
specification in order to constrain the predicted probabilities to
lie between zero and one. This specification chooses the
coefficients on each characteristic that maximize the likelihood of
correctly predicting the zeros and ones assigned to the dependent
variable in the historic data. The structural form of the model

will be:
BXi

—_—

Prob(Y,=1) = 1+ e

In this model, BXi equals B, + B,Xy + B3Xs; + ... + B X, where each
X, represents a different worker characteristic and each 'Bn
represents the estimated effect of that characteristic on the
probability of reemployment difficulty.

Unlike coefficients from a simple linear model, logit model
coefficients do not imply a constant effect for each
characteristic. The increase in probability for a given
characteristic is smaller for workers who already have a very large
probability than for workers with probabilities closer to one half.
Interpreting the effects of each characteristic on a worker's
reemployment difficulty depends on what worker is being analyzed.
The effects reported below are based on workers with average
characteristics.

Schooling was entered into‘? the equation as a set of
categorical dummies rather than as a single variable measured in
years. The high school dropout variable was assigned a value of
one for each worker represented in the CBO data that did not have
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a high school diploma, zero otherwise. Similar variables measured
whether the worker had a diploma but no college, some college but
no degree, and a college degree or more. This set of variables
measured a different effect for each level of schooling. Had years
of schooling simply been entered as a single variable, that would
imply every additional year of schooling would have the same effect
on the probability of being unemployed over six months, and the
model would have been less powerful.

The coefficients on education imply the probability of
reemployment difficulty would be 8.7 points higher for a person
without a high school diploma compared to someone with a diploma.
A person with some college would have a probability 9.2 points
lower than a person with just a diploma. The total change in
probability between a person with no diploma and a person with some
college is therefore 17.9 points. The probability of reemployment
difficulty is 3.7 points lower for a person with a college degree
or more compared to someone with a only a diploma. The effect of
having a college degree or more is actually smaller than the effect
of having only a few years of college. The finding could reflect
the fact that those workers with relatively high education are
competing in more narrow job markets. This model is consistent
with studies described above that show workers' difficulty in
finding a new job increases with lower education levels,
particularly for workers with no high school diploma.

A similar set of variables was entered to described workers'
tenure. These variables measured whether a worker had less than
three years of tenure, three to five years, six to nine years, or
ten or more years. As seen in Table 1, not only does additional
tenure tend to increase reemployment difficulty, but the size of
this effect increases as tenure grows. A worker with three to five
years of tenure would have a probability of reemployment difficulty
5.8 points greater than a worker with less than three years of
tenure. A worker with six to nine years of tenure would have a
probability 8.5 points greater, and a worker with ten or more years
would have a probability 12 points greater.




Tenure is positively related to reemployment difficulty
because it measures job-specific human capital. Workers who have
accumulated most of their qualifications while working for a single
firm have developed some skills that are uniquely valuable to that
particular company, and may have difficulty finding demand for
those skills at other companies. This finding is reported in
several studies mentioned earlier.

The state total unemployment rate, and the growth or decline
the worker's pre-UI-ihdustry and occupation assess the overall
economic environment in which the worker is searching for a job.
Such variables build into the model sensitivity to varying labor
market conditions, particularly at the state 1level. Earlier
studies have used a set of categorical dummies to estimate the
reemployment difficulty associated with each industry, and identify
which industries had the strongest effects at the national level.
While this approach is appropriate for academic research, it is
less desirable for a model applied at the state level. Industry
composition varies greatly across states and over time. Applying
nationally determined industry screens at the state level could
lead to some industry screens that are not sensitive enough to
differences in state labor markets, or that become outdated over
time.

- Rather then estimating the reemployment difficulty associated
with being from a particular industry, the proposed estimation is
based on the percent employment change in the worker's industry for
his or her state, whatever that industry is. 1Industry categories
consist of mining; construction; durable manufacturing;
nondurables; transportation and public utilities; wholesale trade;
retail trade; finance, insurance and real estate; services; and
government. This choice of industry detail was based in part on
data availability, concerns for future resources needed to collect
the data, and concerns for the accuracy of more disaggregated
industry data. Because employment change by industry is measured
at the state level, the model is sensitive to each state's growing
and declining industries.
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The model parameters presented in Table 1 imply that a
worker's predicted probability of reemployment difficulty will rise
by about half a point for every percentage point decline in his or
her industry. For example, a 10 percent employment drop in a
worker's industry would raise that worker's predicted probability
by roughly 4.4 points.

Due to data limitations, the impact of declining occupations
could only be measured at the national level." Employment change
by occupation was measured for managerial and profession specialty;
technical, sales, and administrative support; service occupations:;
precision production, craft and repair; operators, fabricators and
laborers; and farming, forestry, and fishing. This level of
aggregation was chosen for reasons similar to those described
above. This component of the model will be sensitive to yearly
changes in declining occupations at the national 1level and
represents an important improvement over the dummy variable
approach described above. While the model will not be sensitive to
changes in occupation mix across states, the model captures one of
the most important sources of state variation--changes in industry
mix.

The employment change by occupation is entered as a dummy
variable, assigned a value of 1 if the employment change is
positive, zero otherwise. This variable was a stronger predictor
than the percent change itself. The predicted probability of
reemployment difficulty would be 4.2 points higher for a worker
from an occupation that is declining.

Because the CBO data only indicated the year of the worker's
layoff, and not the month, the most timely measures of employment
change by industry and occupation that could be entered were the
percent changes during the previous calendar yearQ Policy makers

i

" BLS staff indicated that state level occupation data could
only be obtained by contacting individual states, which was not
feasible given the scheduling of the profiling initiative. State
level occupation data may be available for future estimations of
reemployment data.
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may choose to update this data more often, but the percent changes
should still be based on a full twelve months of data to prevent
seasonality.

The state total unemployment rate also increases the model's
sensitivity to varying state economic conditions. While an
unemployed worker with given characteristics may have little
trouble in a state with low unemployment, that same worker might
have much greater difficulty in a state with high unemployment.
The model will target a greater proportion of unemployed workers as
a state's unemployment rate rises. The predicted probabilities
assigned to workers from a particular state will rise by 3.6 points
for every percentage point increase in the state unemployment rate.
As mentioned above, this ability of the model to adjust to varYing
state economic conditions will allow the state to make more
informed dicisions as to the appropriate number of dislocated
workers to target.

As mentioned above, only variables that are statistically
significant are included in the model. The dummy variable for
having a college degree was significant at the 10 percent level.
All other variables were significant at the five percent level or
better. Including the categorical dummies for tenure and
schooling, the model contains 11 variables, but it is important to
remember that only seven data items need to be collected. The
separation of schooling and tenure into categorical dummies will be
performed by the model software.

It is also important to remember that this model was
constructed as a predictive tool, not as a structural equation.
The coefficients on some variables do not correctly measure the
effect of that variable due to factors such as omitted variable
bias and endogeneity. The goal was to maximize the overall
predictive power of the model, while still addressing théhpolicy
constraints described earlier.
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OTHER CHARACTERISTICS OF STRUCTURAL UNEMPLOYMENT

Several other characteristics were analyzed, even though they
were not included in the final model. Some of these
characteristics were not found to be strong predictors. Other
variables were significant predictors but had inappropriate policy
implications.

The columns of Table 2 show the effect of dropping different
variables from the equation. The final model is depicted in column
five. The first observation evident from Table 2 is that the
coefficients are fairly robust, meaning the estimated effects
associated with various characteristics are similar for all
equation specifications. This fact strengthens their statistical
validity. Comparing the Log Likelihood measure indicates the
change in statistical significance associated with dropping certain
variables. The measure Percent Accurate provides an indication of
the size of the effect from a programmatic standpoint‘z. In
addition, the R? from a linear estimation of unemployment duration
is reported because some people find this measure of fit more
intuitive.

The first column contains most of the variab1e§ described
earlier, plus variables measuring age, ethnicity, gender, whether
the worker's plant closed or job was abolished, and a series of
dummy variables representing the year the worker was laid-off. All
variables except JOB ABOLISHED, SIC EMP CHNG (NATIONAL), COLLEGE
DEGREE, and 1981 through 1987 dummies were statistically
significant at the five percent level or better. The next column
contains all of these variables except measures of age, ethnicity
and gender. The effect of removing these three variables from the
equation will be discussed below in a separate section.

2 This measure shows how many observations would be correctly

included or excluded from the target group, assuming everyone with
a predicted probability greater than 0.5 would be targeted.
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The third column shows the effect of removing the variables
Plant Closed and Job Abolished. As evidenced by the CBO study,
Plant Closed was significant and negative, indicating that workers
from closed plants were more certain of their need to search for
new jobs than those unemployed because of slack work. However, the
inclusion of these variables in the model would imply targeting
those workers from closed plantsvto a lesser extent, and this is
not in the spirit of the profiling initiative. Furthermore, while
the improvement in fit associated with these two variables was
statistically significant (evidenced by the change in -2 Log
Likelihood), the improvement was not large in a programmatic sense.
The accuracy dropped from 65.3 percent to 64.9 percent when these
variables were excluded. The R’ associated with the 1linear
estimation dropped by only .002. Therefore these variables were
dropped from the model. |

A comparison of the third and fourth columns shows the effect
of removing the yearly dummy variables from the equation. These
yearly dummies measure whether a worker's probability of
reemployment difficulty depends on the year in which the layoff
occurred, and whether the effect for each year is significantly
different from the effect for 1988 (the omitted year).

Not surprisingly, the results show that the probability of
reemployment difficulty for a worker laid off in 1990 would be
considerably higher than that for a worker laid off in 1988. This
is consistent with the results presented earlier-regarding data
selection. As Table 2 shows, removing these variables caused the
most significant drop in -2 Log Likelihood. The findings indicate
that there is some source of yearly variation not captured by the
model. As mentioned above, given this weakness in the model, it
would be more appropriate to use a full ten years of -data to
estimate the model rather than data from just 1988, the lowest
point in structural unemployment.

The final model is presented in column five.. In this
specification, the measure of SIC employment change at the national
level was dropped. The amount of accuracy added by this variable

148.



was not deemed large enough to justify adding it to the model. The
dummy variable for growing industries at the state level was
replaced with the actual percent change in employment by industry.
It was felt that using the actual percent change would be more
sensitive to those states with particularly large decreases in
various industries. While the R’ associated with this linear
estimation is only .09277, the estimation explains significantly
more variance than a specification based solely on tenure. Linear
specifications containing only a dummy variable for tenure greater
than three years, not shown, generated an R? of only .0l1. This is
shows that the proposed profiling model would be more accurate than
profiling initiatives based solely on permanent separation and a
tenure screen.

The final column measures the effect of dropping the measures
of declining industries and occupations. The relatively small drop
in R® associated with dropping these variables indicates that they
are not the most statistically significant variables in the model,
but they are important because they increase the sensitivity of the
model to state economies, and help the model adjust to future
trends in structural unemployment that may not have been present in
the historic data.

There were other variables, not contained in the CBO data set,
that Mathematica found to be significant. In particular, workers
without a working spouse or workers with dependents tended to have
shorter unemployment durations. This reflects the fact that those
workers with greater financial need return to work faster. These
variables were statistically significant predictors of reemployment
difficulty. However, including such variables would imply
targeting workers with greater financial need to a lesser extent,
and this is not in the spirit of the profiling initiative.

Finally, an alternative measure of dislocated worker was
considered as the dependent variable. The alternative dependent
variable was assigned a value of 1 if the worker was uhemployed
over six months, or suffered an earnings loss of at least 20
percent when taking his or her first post-UI job. This measure
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would have included fully 75 percent of the UI population_in the
target group, nearly double that of the first measure of
reemployment difficulty. The coefficients on the tenure variables
increased significantly, indicating that many of the additional
workers who suffered earnings losses were higher tenured workers,
possibly with higher salaries. Given the goal to target a
population significantly lower than 75 percent of UI claimants, the
probability threshold would have to be set very high if this model
were used, straining the accuracy of the model. It was decided
that the first measure of reemployment difficulty would remain in
the model.

It would have been desirable to include a measure of skill in
addition to the schooling variables. Schooling is an important
variable in the model because it provides a measure of basic
qualifications. Many jobs may require at least a high school
diploma or at least a college degree. But there are differences in
literacy, math and computer skills not reflected in years of
schooling that may also affect a worker's difficulty in finding a
new job.

Mamoru Ishikawa reports that 1literacy scores had a
statistically significant impact on hourly wages among UI 3job
seekers. He found that for each one point increase in literacy
scores, measured on a scale of one to 500, hourly wages increased
by 0.1 percent.ﬂ Unfortunately, it would not be possible to
measure the literacy of each UI applicant. Ishikawa also studied
the determinants of literacy, and it was hoped that the variables
used to profile literacy could be incorporated into the dislocated
worker profiling model. However, this study included variables on
newspaper reading, television watching, and the importance of
reading, writing and mathematics at the former workplace; These
variables were either inappropriate for the profiling initiative or
unavailable in the data sets described above.

B see Ishikawa, 1992.
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In addition, various. measures of prior earnings and
interaction terms for earnings and education were entered into the
equation as a proxy for skill level. Mathematica found a dummy
variable for low-wage workers without a high school diploma to be
significant but small. However, various measures of earnings were
not significant in the estimation described above and were not
included in the final specification of the profiling model.

THE EFFECTS OF AGE, ETHNICITY, AND GENDER

Particular attention was paid to the effects of age, ethnicity
and gender on the probability of reemployment difficulty. It was
concluded that using these variables in the estimation was
inappropriate; attorneys for the Justice Department concurred and
these variables were not included in the model. Nonetheless, it
was important to analyze the implications of omitting the
variables.

Older workers, minorities and women have been shown to face
~significantly higher probabilities of reemployment difficulty.
There are three ways these variables could be treated. A
researcher could include these variables in the equation and
include their effects when measuring the total probability of
reemployment difficulty. A researcher could also include these
variables in the equation as control variables but only measure the
probability associated with the other characteristics. Finally,
the researcher could exclude these variables from the estimation
altogether.

The first treatment implies measuring the effects associated
with age, ethnicity and gender and including these effects in the
calculated probability. The second treatment implies measuring the
effects of these variables and explicitly excluding these effects
from the calculated probability. The third treatment, used in the
proposed model, implies allowing the effects of age, ethnicity and
gender to indirectly affect the calculated probability of
reemployment difficulty through omitted variable bias. The bias
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introduced by omitting variables is very complex and depends not
only on the effects of the omitted variables, but also on the
correlations between the omitted variables and the included
variables. A ‘ :

Results showed that while the omitted variable bias did affect
many groups of people differently, the effects were generally very
small. Workers' predicted probabilities were largely the same
whether age, ethnicity and gender were included in the equation or
not. The change in predicted probability introduced by the bias
was less than one point in most cases and greater than five points
for only 3.4 percent of the sample.

The omitted variable bias would tend to raise the predicted
probabilities of higher tenured workers and older workers, and
lower the predicted probabilities of workers with higher education.
This is because age has a strong positive correlation with tenure.
When age is dropped from the equation, the coefficient on tenure
increases substantially to absorb the age effect. This can be seen
by comparing the tenure coefficients in columns one and two in
Table 2. Omitting gender and ethnicity from the equation biased
the coefficients on higher education downward because gender and
ethnicity are negatively correlated with higher education.' Aas
mentioned above, however, these changes were negligible.

PROGRAM OUTCOME MEASURES

In addition to the measures of statistical fit described
earlier, it is important to discuss the likely program outcomes
associated with using this model. The model was used to profile
workers surveyed in the historic CBO data to see how accurate the
model was in targeting workers who were unemployed over six months.
Chart 1 compares the outcomes for the proposed model withytwo other

W Omitting gender also biased the coefficient on blue collar

occupations downward, a variable from an earlier model, for similar
reasons. : :
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profiling methods.

The first bar represents the total UI population. The second
bar represents the group targeted by simply excluding those workers
on recall. The third bar shows the group that would be targeted as
the result of excluding those on recall and those with less than
three years of tenure. (This is similar to the profiling method
used in the New Jersey demonstration project.) The final bar
depicts the group of workers that would be targeted as the result
of using the model described above. The shaded portion of each bar
represents the portion of targeted workers who actually had serious
reemployment difficulty (those workers unemployed over six months.)

This chart shows three important measures of program outcome.
The size of the bar for each profiling method measures the size of
the selected target group relative to the total UI population. It
indicates how effective the profiling methods are in narrowing the
target group to a size that is feasible to serve from an
operational perspective.

For each profiling method, the ratio of the gray portion to
the white portion measures how many workers in the group targeted
by the profiling method experienced serious reemployment
difficulty. This indicates what portion of the targeted group had
serious need of the reemployment services to which they would be
referred. These percentages are shown in Chart 1 for easy
comparison.

Finally, the size of the gray area for each profiling method
compared to the size of the gray area for the total UI population
shows what portion of all permanently separated workers unemployed
over six months would be served by each method.

As Chart 1 shows, simply screening out those workers who are
on recall would include fully 75 percent of the total UI population
in the target group. Given that it would not be feasible to
effectively serve a target group this large, this method is not a
realistic option. , _

Using the tenure screen in addition to the recall screen
narrows the targeted population to 42 percent of the total UI
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population. Chart 1 shows that of those workers targeted by this
method, 45 percent would be unemployed more than six months. The
method would have served 62 percent of all permanently separated UI

_recipients who were unemployed over six months.

The fourth bar shows the increase in targeting accuracy
resulting from the proposed model. The model narrows the target
group to 30 percent of the total UI population, while targeting a

- more accurate sample of wo:kers. Of the group targeted by the

model, 55 percent were unemployed over six months. This model
would have served 53 percent of all permanently separated UI
recipients unemployed over six months. ’

These figures assume a recall rate of 25 percent, the 1992
rate estimated by BLS. This is the lowest recall rate since 1967.
As recall rates increase, permanently sepérated workers with
reemployment difficulty will make up a smaller portion of the total
UI population. Using the model to draw a 30 percent sample of the
UI population would therefore include a gre‘ater portion of the
intended target group as the recall rate increases. Using the
model to profile workers identified ih the 1988 Mathematica survey,
when the recall rate was about 49 percent, indicates that about 60
percent of permanently separatéd workers unemployed over six months
would have been targeted by the model.

SETTING THE PROBABILITY THRESHOLD

As described above, the level chosen for the probability
threshold directly affects the size of the program. The
probability threshold used to target the 30 percent sample
described for the CBO data was 0.45. This f;ndlng is confirmed by
the Mathematica data as wéll. Setting the threshold below this
level would target a sample iarger than 30 pe:cer_x_t of the total UI
population. In addition, as the threshold is lowered, an
increasing proportion of the ‘(;argéted group would be workers
without "serious réemployment diff'iculty" (unemployed less than six
weeks). Of the additional workers targeted by lowing the threshold
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below 0.40, 60 percent would be unemployed less than six months.
It would therefore be best to choose a threshold above 0.40.

The CBO data also indicate it would also be best to choose a
threshold below 0.50. This would target a group equal to 20
percent of the UI population. Of the workers excluded by setting
the threshold higher than 0.50, over half would be unemployed at
least six months. The proper threshold in each state will depend
on the desired size of the target group and the state's
demographics. It
is recommended that the threshold be set between 0.40 and 0.50. As
mentioned above, for a given threshold, the state unemployment
variable will adjust the size of the targeted population as the
state's economy changes. The addition of state unemployment rates
will enable the model to help states make more informed decisions
as to the appropriate size of the targeted population.

POSSIBLE DATA SOURCES FOR INDUSTRY AND OCCUPATIONAL EMPLOYMENT

Currently it would appear that the best data source for state
employment levels by industry would be the Current Establishment
Survey, CES 790. This data is collected by SESAs and records SIC
employment at the three-digit level. This was the source of SIC
employment used for the estimation of the model.

A possible data source for employment by occupation would be
the Occupation Employment Survey or OES. This data is also
collected by SESAs and measures occupational employment at the
three-digit level for Standard Occupation Classifications (soc).
The data would be consistent with the SOC occupation categories
used to estimate the model. States that currently classify a
claimant's occupation according to DOT codes could continue to do
so, as long as they classified the claimant at the two digit level.
The claimant's two digit DOT code could then be translated into a
one-digit SOC code, allowing the claimant's occupation to be
matched to the aggregate employment change by occupation. (This
translation from DOT to SOC could easily be done by the computer
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program used for the profiling model, so the staff entering the
claimant's data would only have to deal with DOT codes.)

CONCLUSION AND CAVEATS

The profiling model basically entails collecting seven pieces

of data. The initial claimant will be asked whether he or she is
on recall or has a union hiring hall agreement. If the claimant
ansvers no to both questions, he or she will also be asked his or
her years of schooling and tenure, and pre-layoff industry and
occupation. The staff member would then enter the years for
schooling and tenure and SIC and DOT codes into the computer.
_ The summary data, including state unemployment rates and
employment changes by industry and occupation would already reside
in the software, and would have to be updated at least once a year,
preferable more often. The probability threshold would also reside
in the model software, and would be updated at set intervals. The
software would then calculate each worker's predicted probability
and indicate whether the worker should be referred to job search
assistance services.

While this method is somewhat more complex than earlier
profiling methods, it provides a more comprehensive assessment of
a worker's likelihood of reemployment difficulties. Limiting the
- profiling approach to the use of permanent separation and/or tenure
screens alone would not build in sensitivity to state employment
conditions or flexibility regarding program size. Given the goal
of profiling, to target dislocated workers for early referral while
narrowing the target group to a feasible size, the model déscribed
above provides a more accurate, and flexible method to accomplish
this. The model has met the criteria for statistical significance,
but also has addressed the unique policy constraints facing a model
that will be implemented at the state level. |

As mentioned above, the model is more accurate than a simple
tenure screen, both measured in terms of program outcomes and
statistical fit. However, while the model represents an
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improvement over earlier profiling methods, it is important to keep
this imprévement in perspective. There are many factors that
affect the outcome of a worker's job-search activity that cannot be
easily measured--a worker's attitude, networking skills,
personality, and just plain luck to name a few. In addition, the
outcome of a worker's job search activity depends on events that
have not yet occurred, such as future economic trends during the
worker's unemployment spell. The effect of unmeasurable worker
Characteristics and future events on reemployment outcomes cannot
be captured in a statistical model. 1In fact, prior research has
shown that 75 to 89 percent of the variation in reemployment
outcomes is due to these unmeasurable factors.' For example, a
study of reemployment outcomes in Massachusetts, estimated by
Benus, Et al., explained only 11 percent of the variance in
unemployment duration.

The proposed model only captures the effect of those
measurable characteristics found to be most important, and explains
about 10 percent of the variation in reemployment outcomes. This
means that for some workers, the characteristics measured by the
model may indicate a very high probability of reemployment
difficulty, while their total combination of measured and
unmeasured characteristics may give them a very low probability.
The model will target some workers with little need of reemployment
services, and fail to target other workers with great need.

Nonetheless, while the proposed model cannot estimate the
effect of luck and other unmeasured characteristics, it does
capture likelihood of reemployment difficulty attributable to those
characteristics most traditionally associated with the concept of
structural unemployment, e.g. education, tenure, occupation,
industry and state ‘economic conditions. The proposed national
model is nearly as accurate as the state-specific estimation for
Massachusetts (an R2 of 0.09 compared to 0.11) while at the same

15 See, for example, Corson and DYnarski, 1990 and Benus Et
al., 1992.
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time building in greater sensitivity to policy and program
constraints. " '

One possible way to increase the. accuracy of the profiling
program is to reexamine those initial claimants not targeted by the
model. Those workers who are still unemployed, say, four months
after their initial claim, could also be referred to job search
assistance services. This model could be viewed as one of several
outreach mechanisms for dislocated workers.

It is also important to note that the appropriateness of this
model depends on several factors. As mentioned earlier, this model
is only appropriate given the need to target a population
significantly less than half the total UI population. The value of
the model also depends on the quality of reemployment services
received by the targeted workers, and the supply of jobs available
to the dislocated workers.

-

For example, while the number of dependents was included
as an explanatory variable in the Massachusetts estimation, it was
excluded from the proposed model because it implied targeting
families with more dependents to a lesser extent. 1In addition, the
Massachusetts estimation is based on fixed industry and occupation
variables, while the proposed model builds in greater flexibility
to changes in declining industries and occupations.

16
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OUTCOME MEASURES FOR PROFILING METHODS
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TABLE 1. LOGIT ESTIMATION OF REEMPLOYMENT’DIFFICULTY1

INDEPENDENT MEAN OF COEFFICIENT 'STANDARD CHNG IN PROBABILITY
VARIABLE INDEP. VAR. _ERROR PER UNIT CHANGE
OF INDEP.VAR
(PERCENTAGE POINTS)®
NO HS DIPLOMA 0.18 0.3465 0.0805 8.66
HS DIPLOMA 0.46 ' T1122 ' T1111]
SOME COLLEGE 0.21 -0.3688 0.0802 -9.22
COLLEGE DEGREE 0.15 ~0.1462 0.0910 -3.66
TENURE < 3 YRS 0.45 LA A A2 2
TENURE 3-5 YRS 0.18 0.2320 0.0831 5.80
TENURE 6-9 YRS 0.20 0.3413 0.0801 8.53
TENURE 10+ YRS 0.18 0.4814 0.0825 12.04
SIC EMP CHNG %3 0.42 -0.0175 0.0056 -0.44
STATE LEVEL
GROWING OCC ‘ 0.78 -0.1668 0.0746 -4.17
NAT. LEVEL
STATE TUR 7.49 0.1449 0.0123 3.62
CONSTANT -~1.4942 0.1258

1

least six months,
categories for dummy variables.

0 otherwise.

contained 5062 observations.

2

khkkkkk

Dependent variable is assigned value of 1 if unemployed at
identifies omitted
Sample covered 1981 to 1990 and

Evaluated at mean of independent variable.

> Percent change in employment by industry, measured at the
state level for the following industries: mining; construction;
durables:; nondurables; public transportation and utilities,
wholesale trade; retail trade; finance, insurance and real estate;
services; and government. Based on annual change during previous
year.

¢  variable is assigned value of 1 if national employment
change for worker's occupation is positive, 0 if negative.
Occupation employment was measured for the following categories:
managerial and professional; technical, sales and administrative
support; service; precision production, craft and repair; and
operators, fabricators and laborers; Based on annual change during
previous year as indicated in Employment and Earnings annual
summaries.
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TABLE 2. ALTERNATIVE LOGIT ESTIMATIONS OF REEMPLOYMENT DIFFICULTY'

1

‘least six months, 0 otherwise.
categories for dummy variables.

contained 5062 observations.

INDEPENDENT ____SPECIFICATION e
VARIABLE 1 2 3 4 5 —6_
NO HS DIPLOMA 0.2462 0.3296  0.3206 0.3364, 0.3465 0.35
(.0837)  (.0821) (.0820)  (.0808) (.0805) (.08
HS DIPLOMA hhdkhhh PPTYTT hhdkhkd 11127 Rk hk - dhkkkk
SOME COLLEGE ~0.3420 =0.3479 -0.3483 -0.3481 -0.3688 =-0.3909
(.0823) (.0817)  (.0816) (.0806) (.0802)  (.0799
COLLEGE DEGREE =-0.1344 =-0.1099 -0.0987 ~-0.1008 -0.1462 -0.1838
(.0955)  (.0943)  (.0929) (.0916) (.0910) (.0902
TENURE < 3 YRS 21172 1112 1) bk dedl hhhhkk 223111 hhkdhdh
 TENURE 3-5 YRS 0.2202 0.2568 0.2441 0.2335 0.232 0.2420
(.0853)  (.0846)  (.0844) (.0833) (.0831)  (.0829
TENURE 6-9 YRS 0.3225 0.3936 0.3744 0.3222 0.3413 0.3518
(.0835)  (.0822)  (.0818) (.0806) (.0801)  (.0800
TENURE 10+ YRS 0.4198 0.6056 0.5535 0.4635 0.4814 0.4978
| (.0938) (.0865)  (.0846) (.0828) (.0825)  (.0822
STATE TUR 0.1147 0.1128 0.1144 0.1286 0.1449 0.1606
(.0155)  (.0154)  (.1144) (.0125) (.0123)  (.0118
GROWING IND -0.2662 ~0.2495 -0.2563 -0.2422
STATE LEVEL (.0704) (.0697)  (.0695) (.0656)
SIC EMP CHNG & -0.0099 =-0.0059 0.0067 -0.0335
NAT.LEVEL (.0083) (.0082) (.0082) (.0067)
SIC EMP CHNG $ | | -0.0175
STATE LEVEL (.0056)
GROWING OCC -0.2456 -0.2156 ~0.2294 ~-0.2062 -0.1668
NAT. LEVEL (.1022) (.1013)  (.1008)  (.0752) (.0746)
1981 0.7871 0.7688 0.7777
(.1709)  (.1699) (.1695)
1982 ° 0.8502 0.8457 0.8645
_ (.1708)  (.1696) (.1694)
1983 0.0828 0.1074 0.0914
(.1961)  (.1948) (.1945)
1984 0.1629 0.1720 0.1726
(.1760)  (.1749) (.1746) .
1985 0.0494 0.0426 0.0430 )
(.1681) (.1672) (.1671)
1986 0.1257 0.1504 0.1614
(.1651)  (.1642) (.1640)

Dependent variable is assigned value of 1 if unemployed at
*kx%x%%* jdentifies omitted

Sample covered 1981 to 1990 and
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1987

1988
1989

1990
JOB ABOLISHED
PLANT CLOSED

AGE 25-34 YRS
AGE 35-44 YRS

AGE 45-55 YRS
AGE 55~59 YRS
AGE 60+ YRS
MINORITY
FEMALE

CONSTANT

-2 LOG LIKELIHOOD

MODEL CHI-SQUARE
PERCENT ACCURATE

R° FROM LINEAR
ESTIMATION OF
UNEMPLOYMENT
DURATION

-0.1243

(.1780)
kkkkhk

0.3187
(.1640)

0.5329
(.1569)

-0.0815
(.0954)

(.2390)

kkkkkk

0.2324
(.0762)

0.3753
(.0946)

0.6619
(.1408)

0.7361
(.2101)

0.3595
(.0915)

0.1424
(.0656)

-1.5344
(.1987)

6272
579
65.9

14078

-0.1287

(.1771)
' TITT]

0.3394
(.1633)

0.5566
(.1561)

-0.0540
(.0944)

-0.2059
(.0675)

-1.389
(.1959)

6332
519
65.3

12596

-0.1308

(.1769)
I

0.3450
(.1631)

0.5753
(.1559)

-1.4759
(.1937)

6342
509
64.9

12329

-1.2024
(.1343)

6450
401
64.4

10231

=1.7464

-1.4942
(.1258) (.1059)
6490 6510
360 340
64.2 63.6
. 09277 .08182

2 A linear estimation of unemployment duration gased only on
tenure greater than three years, not shown, had an R" of .01l.
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Employment and Training Administration CORRESPONDENCE
Washington, D.C. 20210 SYMBOL
TEUMC
DATE
May 4, 1994 |
DIRECTIVE: UIS INFORMATION BULLETIN NO. 11-94
TO: ALL REGIONAL ADMINISTRATORS

o) PR3/ =
FROM: MARY ANN WYRSCH @W»’U’a‘”"‘ 6
‘Director

Unemployment Insurance Service

SUBJECT: The Worker Profiling and Reemployment Services
System: Identification Methods, Test State
Analyses, and Provisions of Technical
Assistance

The attached paper on the above subject describes the
identification methods, statistical analyses, and technical

assistance strategy for the development of statistical

models and characteristic screens. These processes are the
first steps in the Worker Profiling and Reemployment
Services (WP/RS) System described in Field Memorandum No.
35-94 (Implementation of a System of Profiling Unemployment
Insurance (UI) Claimants and Providing Them with
Reemployment Services), and will be used to identify UI
claimants who are likely to exhaust their benefits and
therefore are likely to need reemployment services.

The information provided should prove useful to all Regional
Office staff and State Employment Security Agencies (SESAs)
in developing the identification components of their WP/RS
Systems.
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INTRODUCTION

On November 24, 1993, P.L. 103-152 (The Extended Unemployment
Compensation Amendments of 1993) was enacted. It included
provisions that require States to establish and utilize a system
of profiling all new claimants for regular compensation that:

"aA) i